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“YOU GOTTA EXCUSE NICK'S VANITY ...HE NEVER HAD 
ANY EYEBROWS BEFORE WE GOT TH’ NEW EQUIPMENT!” 


The lasting, attractive finish not only reflects 
Nick’s countenance but also is an outward indication 


of fine workmanship throughout I-T-E switchgear. 


AIR SWITCHGEAR 


IMMERSED IN AIR © ENCASED IN STEEL 
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very Barber Burner is a GasiSaver 


The finest thing that can be said about any gas appliance is that it has 
a Barber Burner. Two hundred leading makers of gas appliances have 
standardized on Barber units for their equipment. Pictured here are mere- 
ly a few of numerous types of burners we produce for appliances operat- 
ing on natural, manufactured, Butane, or bottled gas. 


Barber is now chiefly engaged on essential parts and products for our 
combat forces. For whatever purposes Government restrictions permit 
the sale of our regular products, we are continuing to supply them. With 
the restoration of normal conditions, Barber will, as always, be well 
equipped to furnish its customary service to the trade on high quality 
Burners and Regulators. 

We are gas burner specialists, and offer you our engineering and plant facilities for the 
development and manufacture of burner units for your specific purposes. Write for Cata- 


log illustrating and listing many types of burners for Appliances, Gas Burners for Fur- 
haces and Boilers, Regulators, etc. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


mARBER BURNERS 
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§y RIBSID Pipe Tools at 
Supply Houses Everywhere 


dakes I mar faa 
strong as 


Ts compact powerful pipe 
wrench breaks out any frozen 
joint, saves the waste of smash- 
ing off old valves and fittings so 
valuable today, quickly pays for 
itself in salvage. Having 14 times 
the leverage of a regular wrench 
of similar capacity, it makes one 
man strong enough to make up 


Sess 





Compound Leverage 
(ie Wrench 


any new job or take down an old 
job. Short handle helps in tight 
quarters. Easily attached to any 
pipe or fitting. Four sizes for 
pipe to 8 inches OD. A profitable 
work-saving tool that is invalu- 
able in any kit. .. . It pays you to 
ask your Supply House. 





Bese 
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The Ridge Tool Company 
Elyria, Ohio, U. S. 


A. 








Pages with the Editors 


HE brethren on the left in Congress seem 

to be considerably upset over the build- 
ing of the new Shipshaw hydroelectric plant 
on the Saguenay river in Quebec. Accord- 
ing to a recent article published in the radical 
magazine, The Nation, by I. F. Stone (re- 
viewed in this issue, page 568), this plant was 
financed by the taxpayers of the United States 
free of interest on the account of the Alumi- 
num Company of Canada. 


TuIs charge was denied on the floor of the 
Canadian House of Commons at Ottawa by 
C. D. Howe, Minister of Munitions and Sup- 
ply. Furthermore, Jesse Jones, head of the 
Reconstruction Finance Corporation, which 
advanced $68,500,000 for the construction of 
the Shipshaw project, explained that interest 
amounting to only $2,500,000 a year had been 
waived to obtain a reduction in the price of 
aluminum amounting to $16,000,000. 


What really seems to irk the public power 
bloc in Congress the most is the fact that the 
new project, whose construction was expe- 
dited under cover of military secrecy, is lo- 
cated in the Dominion of Canada and forever 
beyond the power of public ownership legis- 
lation in this country to interfere with it. 


SILAS BENT 


The laborer is worthy of his hire, but he 
should not stop utility service. 


(See Pace 531) 
APR. 29, 1943 


FRANK A. NEWTON 


Utility rates should be the least worry of the 
administration controllers of inflation. 


(SEE Pace 548) 


Furthermore, we detect in statements of Rep- 
resentative Coffee, Democrat of Washington, 
a fear that the privately owned and operated 
Saguenay Shipshaw project may prove to bea 
thorn in the side of publicly owned projects 
in this country, acting as a sort of reverse 
“yardstick” by undercutting Bonneville and 
other Federal project rates while at the same 
time eliminating much of the demand for im- 
mediate construction of another Federal pub- 
lic project on the St. Lawrence river. 


THIs view that the Shipshaw plant might be 
a private yardstick operating as a disciplinary 
measure against public projects in this coun- 
try is, to say the least, an intriguing suggestion. 
It is the first time that possibilities of such an 
application of the yardstick theory have been 
fully recognized. 


WE shall probably be hearing much more 
about these charges and countercharges. For 
the present we have been able to secure a de- 
scription of the Shipshaw project itself by 
a Canadian-born American citizen who has 
often contributed to these pages. He is Fer- 
cus J. McDrarM1p, manager of the investment 
research department, Lincoln National Life 
Insurance Company of Fort Wayne, Indiana. 
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Compare these actual 
results with guaranteed 


performance 


Guaran- 
Actual teed 


Drum Pressure 864|bs. 862 lbs. 
Steam Temp. 902 F 900F 


Gas Temperatures 
Leaving Boiler 723.4F 775F 


Leaving Econ. 445.8F 470F 
Leaving Air 
Heater 305 F 322F 


Air Leaving 
Air Heater 498 F 488F 


Draft 
Boiler Outlet 2.2 in. 2.8 in. 


Econ. Outlet 3.7 in. 4.0 in. 


Air Heater 
Outlet 5.4 in. 6.9 in. 


of the 
on. 


f Rep- Wee a Results from Riley Units consis- 
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or im- 7% : a 
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a be Commonwealth & Southern Corp. 
gcc Central Ill. Light Co., Peoria, Ill. 
ee 375,000 Ibs./hr. Riley Unit. 
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ww | RILEY STOKER CORPORATION 


s. For 
pi WORCESTER, MASS. 

h BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATT 
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8 PAGES WITH THE EDITORS (Continued) 


oO” leading article in this issue on collective 
bargaining in public utility service is by 
an author whose work has not appeared in 
Pusiic Utitities FortTNIGHTLY for so many 
years that some of our readers may have for- 
gotten him. He is Siras BENT, a native Ken- 
tuckian, who may be more readily recalled for 
his work as special feature writer of The New 
York Times and former associate editor of 
Nation’s Business. Mr. Bent was by early 
profession a member of the working press. 
But» he now devotes his time to free-lance 
writing and lecturing on business and political 
topics. He has written several books, notably 
a biography of the late Justice Oliver Wen- 
dell Holmes. His present home is in Old 
Greenwich, Connecticut. 


¥ 


NOTHER former contributor whose work has 
A not appeared in these pages for too long 
a time is FRANK A, Newton, author of the ar- 
ticle on electric utilities and the cost of liv- 
ing, which begins on page 548. Mr. Newton 
was born in Sparta, Wisconsin, and received 
his technical education at the "University of 
Wisconsin. After several years with the na- 
tional reclamation service in Colorado, and 
the former railroad commission of Wiscon- 
sin, Mr. Newton joined the organization 
which is presently known as the Common- 
wealth & Southern Corporation. He has been 
identified with that system for over twenty 
years. 


Mr. NEwTON is also chairman of the rate re- 
search committee of the Edison Electric In- 
stitute and a director of the American Gas 
Association. His present home is in Summit, 
New Jersey. 


E. F. DOWNS 


Highway developments are not justified when 
beneficiaries cannot or will not pay 
for their costs. 


(SEE Pace 539) 
APR. 29, 1943 


S. J. KONENKAMP 


Superhighways are all right when potential toll 
collections will allow the issuance of 
revenue bonds to finance construction. 


(SEE PAGE 539) 


SADERS will also want to know a little more 
R than we were able to give them in our 
preceding issue about the joint authors of the 
2-part article entitled “Those State Trade 
Barriers—Fact or Fiction?” (page 539). E. F. 
Downs is a native New Yorker, educated in 
New England, and transplanted to Chicago, 
where he is at present a consulting engineer. 
He has been engaged in electrical engineering 
and appraisal work in utilities and more par- 
ticularly highway and transportation econom- 
ics for nearly a decade. His studies on ru- 
ral and urban transportation economics have 
won him a considerable reputation. During 
the war construction program initiated in 
1940, he served as chief electrical engineer, 
planning and constructing camp facilities in 
the South. 


J. KonENKAMP was born in Pittsburgh 
wae following a brief period of youthful oc- 
cupation as a ‘telegrapher, was admitted to the 
Illinois bar in 1917. Since then he has been 
engaged in legal practice in Chicago. For the 
past twenty years Mr. KonenKAmpP has been 
a close student of local transportation. For 
a decade he was general manager of certain 
downstate Illinois street railway properties 
and lately he was special assessment attorney 
in Chicago, charged with spreading assess- 
ments with respect to taxes on highway im- 
provement. 


THE next number of this magazine will be 
out May 13th. 


eo. 
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Vulcan provides clean heat transfer surfaces to 


the Combustion four-drum, bent-tube, 400,000 
Ib. per hr., pulverized coal-fired boiler which serves VULCAN S 0 0 i B L 0 W E R S 
this new 40,000 kilowatt, 900 Ib. per sq. in. 

Southern plant. 


ings 

nodified HR = “4 ie a Chickasaw becomes another in the long list 
; : : of plants depending on VULCAN Soot Blow- 

ers to assure highest heat transfer, real steam 


economy and freedom from frequent 
servicing. 


The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 
and VULCAN'S Model LG-! are guarantees of 
efficient, trouble-free operation in ANY plant. 


te case 


h stock 


Remember that whatever the characteris- 
tics of your boiler and setting, fuel, or load, 
Vulcan engineers will be glad to solve any soot 
blower installation and operating problem 
involved. 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 


re ee 
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CapTAIN GEORGE M. WAUCHOPE 

Superintendent, U. S. Maritime 

Service Training Station, Sheeps- 
head bay, New York. 


EpiroriAL STATEMENT 
The Pittsburgh Press. 


ArTHuR A. Hoop 
Director of dealer relations, 
Johns-Manville Corporation. 


WALTER F. GEORGE 
Senator from Georgia. 


Ss 


Eric A. JOHNSTON 
President, U. S. Chamber of 
Commerce. 


WHEELER McMILLEN 
President, National Farm 
Chemurgic Council. 


EpirortiaL STATEMENT 
Indianapolis News. 


CuHarLes A. MULLINIX 
President, Mortgage Bankers 
Association of America. 


Assot Low MorFat 
Member, New York Assembly. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MonTAIGNE 





“You cannot prevent accidents merely by coining safety 
slogans, or by putting pretty frames around each set of 
rules.” 


* 
“A retroactive income tax is like a cyst. You don't 
worry about it until it gets big. Then you want to have 


it cut out.” 


¥ 


“Industry, if it is not concerned sufficiently to work out 
an env-ronment plan for the perpetuation of free enter- 
prise as*an economy of plenty, must expect government 
control, bureaucracy, and regimentation.” 


“Tt is the function of government to protect the rights 
of the one man against the ninety and nine. When it 
ceases to function in that way it degenerates into a mob.” 


® 
“We have no warrant to criticize Utopian schemes for 
automatic and miraculous security unless we accept the 
challenge of ‘our times and begin to improve immediately 
our competitive capitalism.” 


> 


“Tf I could make but one recommendation toward re- 
ducing the danger of depression after the war, it would 
be this: that no competent research scientist in any field 
be permitted to be unemployed for a single day.” 


¥ 


“If this country goes totalitarian, as the [ National Re- 
sources] Planning Board plans, it will be because the 
Americans in Congress failed to work as hard for the 
right as the totalitarians worked for the wrong.” 


* 


“The problem which will affect all of us most is the 
winning of the peace—the wise postwar planning of the 
world so that it may be fair to other peoples but still 
maintain our free enterprise and standard of living.” 


¥ 


“The country will- never go back to predepression days, 
because in those days government did not emphasize the 
necessity of individual economic security. From now on 
there must be a blending of points of view, a give and 
take between economic extremists.” 


12 
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.- that are helping to solve 
wartime accounting problems 


Obtain as a by-product of regular routines such 


vital reports as Labor Distribution by Accounts, 

Materials Used, Taxes Collected from Employees, 

War Bond Purchases by Employees. 

Combine or redesign forms so that related records 
r IDEA —such as pay check, voucher, earnings record and 

payroll—can be posted together in one operation. 


. Keep machines busy by relieving skilled operators 
of pre-listing, stuffing, heading accounts and 
other non-posting duties, and by scheduling relief 


operators for lunch hours, rest periods, etc. 


Make sure that operators are taking full advantage 
of figuring short-cuts, and that they are using 
all the time-saving features of their machines. 


Locate and eliminate causes of bottlenecks or idle 
machine minutes by rearranging machines, duties 
or the flow of work to the machines. 


Keep machines in the best possible condition 
through regular inspection, cleaning, lubrication 
and adjustment by Burroughs service men. 


x * * 


Burroughs’ technical knowledge of machines, applications and procedures 
can be of great help to you in meeting today's accounting problems with 
your present equipment. Call your local Burroughs office, or write direct to— 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 


* FOR VICTORY—BUY UNITED STATES WAR BONDS AND STAMPS * 
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14 REMARKABLE REMARKS—( Continued) 


T. M. Martin 
Vice president and general manager, 
Lion Oil Refining Company. 


Haroitp E, STAssen 
Governor of Minnesota. 


Epwarp V. RICKENBACKER 
Aviation executive. 


FREDERICK C, CRAWFORD 
President, National Association of 
Manufacturers. 


Epitor1AL STATEMENT 
Dallas Morning News. 


C. H. Lane 
Vice president, General Electric 
Company. 


Hucu H. CurHreti 
Vice president, Brooklyn Union 
Gas Company. 


APR, 29, 1943 


“Although our history books tell us that the great im. 
provements—which have so measurably contributed to — 
the progress of the world—have resulted from war neces. 
sity, peace times are still the most beneficial periods to — 
humanity.” 


a 


“If we fail to develop air administration on a world 
level [after the war], we will not only stifle growth, but 
will give rein to international barrier raising, cut-throat 
competition, and power politics which could be the quick 
cause of another world war.” 


5 


“We have in the past several years spent billions of 
dollars to destroy self-reliance, initiative, and individu- 
ality, trying to plan the lives of 130,000,000 people. Now 
we are spending billions to recreate self-reliance, initia- 
tive, imagination, and individuality.” 


+ 


“Instead of spending time in framing broad projects 
of made work created by government spending, we should 
be concentrating on plans which will remove unnecessary 
shackles from business and assure that individual enter- 
prise can provide jobs for all able and willing to work.” 


» 


“If governmental powers are to be given back to the 
states, the latter must be willing and ready to assume the 
responsibilities. State and local units must finance their 
own public works and welfare projects instead of run- 
ning to Washington for handouts. Unless this is done, 
time spent in crying against Federal bureaucracy will be 
wasted.” 


» 


“Our enemies have a secret weapon which haunts me, 
and that is poison gas—not mustard or phosgene or any 
of the other pleasant little concoctions—but the poison 
of our own complacent overconfidence, fed by misin- 
formation and overeagerness to march in a victory parade. 
This is poison because it can knock us out for good. 
Everyone of us is guilty of inhaling it at every oppor- 
tunity.” 

* 


“If the gas industry, and all other American industry 
and business, does not plan and act [for the postwar 
period], we shall all be inviting government regulation, 
operation, and ownership. If we fail to assure employ- 
ment in the postwar world, government will step in. If 
we fail to give the American people what they want, 
when they want it, government theorists will evolve super- 
plans that can end only in the destruction of a system that 
stands today as the envy of the rest of the world.” 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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DOORS for WARTIME EFFICIENCY 


Kinnear Wood Rolling Doors 
save time and labor; if desired, 
they can be opened or closed 
quickly at the touch of a button 
—from any convenient location! 


Their coiling, upward action saves 
valuable floor, wall and ceiling 
space, and keeps the doors out of 
the way and safe from wind or 
traffic when open. 


Strong inter-lapping wood slats 
form a rugged curtain that blocks 


out wind and weather, yet pre- 
sents a neat appearance that har- 
monizes with any building ex- 
terior or interior. 


Kinnear Wood Rolling Doors 
also assure highest economy of 
war-vital metals! 


They are built in any size, for use 
in old or new buildings, and are 
available with manual control 
only, if desired. Write for com- 
plete data or specifications. 


THE KINNEAR MFG. COMPANY 
2060-80 Fields Ave., Columbus, Ohio 


ROLLING DOORS 
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Law That's Why “CLEVELANDS” Ar 


‘In The Thick Of It”’ On So Many 
Day After we War Emergency Trenching Projects 


ce- 
Performan It’s Rugged! It’s Sturdy! It’s Tough! 
The “CLEVELAND 140.” It’s outstanding for hard- 
hitting, day-in and day-out performance. 

Amply powered and with a speed for practically every ditching need, it “packs a 
wallop” that carries it through the toughest going. 
Its modern engineering, correct design, coupled with super-quality materials and 
the best in construction, assures hundreds of hours of operation without major 
repairs ... unit type construction permits quick, easy field replacements and re- 
pairs when necessary. This means economy of maintenance, a minimum of de- 
lays and a big saving of time and labor. 
That’s why “Clevelands” have been selected for a multitude of projects by the 
U. S. Military and Naval Services and why for years they have been delivering 
maximum footage in digging pipeline ditches in all parts of the country. 


lif Yow’ THE CLEVELAND TRENCHER COMPANY Yor || 
Nf = 20100 ST. CLAIR AVE Pioneor of the Small Trenche aes, a0 VT nme) liom | 4 


“CLEVELANDS’ Save More...Because they Do More 
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YET SPEED 
TRANSMISSION 
LINE ERECTION 





é hroughout the country our trained men 


are ready to help you meet today’s unprecedented 


demand for power. In the erection or maintenance 
of transmission lines . . . regardless of distance or 
terrain... Hoosier experience and special equipment 


guarantees efficient and economical service. 
COLUMBUS, OHIO 


NEW YORK = CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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WAR AND BUSINESS 





imp pes 


with EGRY SYSTEMS ano FORMS 


EGRY Systems meet every requirement for speed, accuracy and protection 
in the handwritten or typed recording of all business transactions. And SPEED-FEED 
now that typewriters are being drafted, more work must be done on those 
remaining, and more forms will be written by hand. To help meet this 
situation, EGRY offers you three time-proved Business Systems- 


1—The EGRY TRU-PAK Register steps up the writing of handwritten 


records, assures complete control over every busine’s transaction. 


2—The EGRY SPEED-FEED attaches instantly to any standard make type- 
writer and uses EGRY Continuous Printed Forms. This combination 
speeds up thé output of all typed forms — makes one typewriter do the 
work of two by eliminating many wasteful, time-consuming motions. 





3—EGRY ALLSETS are the modern single set forms for speed-writing all 
business records. Interleaved with one-time carbons, EGRY ALLSETS 
eliminate many manual operations. 





EGRY Business Systems are designed to meet the record requirements of 
every departmental activity of war and business. Send for folder “Type- 
writers are Drafted.” Address Department F-429. 








THE EGRY REGISTER COMPANY @ DAYTON, OHIO 
Sales Offices in All Principal Cities 
Egry Continuous Forms Limited, King and Dufferin Sts., Toronto, Ontario, Canada 


———_ 
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DAVEY TREB TRIMMING SERVICE 


Maximum H,S 
removal per Ib. 


of Oxide! 
JOHN DAVEY —_ 
Founder of Tree Surgery c 


@ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 
* moval...is not just a “satisfactory” purifying 
Good Service medium merely by virtue of incidental 
properties, but is made especially for maximum 
In spite of the great demands that capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
personnel, we are still able to find any close rival — comparing cost, comparing 
performance and comparing savings 


Uncle Sam has made on Davey 


and train enough good men 
to enable us to continue to de- 
liver skillful service. 


We'll be glad to tell youall about its remarkable 
record; just write a note on your letterhead to 


E. J. Lavino and Company 
Always use dependable Davey Service 


Kal 
ate ane 7 * 1528 Walnut St. 


Gavevy (Reb FRPee! Ee. 


| EMEEZT A © Pritadetphic 
DAVEY TREE SERVICE x ow 7a Phitedetph 
: STS Penna. 























e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip- 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 





@ Mr. A. L. Smyly 
President 
Connelly Iron 
Sponge & 

vernor Co, 





IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL. ELIZABETH NJ 
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VARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - Rapy 


A Long War oo «a Short Wa — 


CRESCENT 


WIRE AND CABLE: 
Will Continue Jo Meet The Need 


MAGNET WIRE 


Wherever CRESCENT Wire or 
Cable is put into service, there you 
may be sure is a product which com- 


bines the best in materials that can 


SERVICE ENTRANCE CABLE 


be had, with the experience and 
skill of men and women whose lives 
are devoted to the production of 


insulated wire and cable. 





100% PRODUCTION FOR WAR! 





CRESCENT INSULATED 
WIRE & CABLE CO. 


CRESCENT 


PERMACORD WIRE and CABLE CRESFLEX 


Heavy-Dut Non-metallic 
Prise Factory: TRENTON, N. J.—Stock in Principal Cities Sheathed 


& Cable Cable 
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INON-METALLIC SHEATHED CABLE 











a2tIav9 aGauowuv 


acRESFLEX 


RESCENT ENDURITE SUPER-AGING INSULATION + WEATHER-PROOF WIRE 
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The Most Widely 
Used Specification 
in Power Plant 
Insulation for 

More Than 50 Years 








.-- and for good reasons 


At service temperatures up to 600° F., no 
insulation delivers more thoroughly satisfac- 
tory performance than J-M 85% Magnesia. 

ss That’s a fact that’s been proved time and 
again in power plants of eve . Light in 
FOR PIPE COVERING . .. J-M 85% Magnesia Pipe In- wala ps i nad fitted, J-M 85% Mag- 


sulation is furnished in 3 ft. sections or segments ini the » bf P : : 
following thicknesses: Standard, 1%”, 2”, 2%”, Double nesia is easy to install. On the job, it pro- 
Standard and 3” (Double Layer). Often used as a second vides ample mechanical strength, long life 


geen ve Saperan, where pipe teniperenares and high insulating efficiency. Engineers 
agree that, wherever used, J-M 85% Magne- 
sia assures permanently economical service. 
Consult your nearest J-M District Office 
about your magnesia requirements, or write 
Johns-Manville, 22 East 40th Street, New 
York, N.Y. 


y 
ui 
> 
0 


S2IagV2 AVMNUVaA ANY GasVOna- 


IN BLOCK FORM... J-M 85% Magnesia Blocks are 
furnished 3x18", 6x36", 12x36", in thicknesses of 
1"to 4”. Weight, about 1.4 Ib. per sq. ft., per 1 thick. 
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Type E Pulverizer with pulverizing ele- 
ments and fines classifying elements in 
upper section and driving elements in 
lower section sealed and protected from 
coal dust. Primary air fan, which handles 
clean air only, is generally driven by same 
motor that drives the pulverizer. 





Over 400 Type E Pulverizers are in 
service or on order for direct firing 
boilers. Individual installations have 
as many as [6 units. 
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ma, | Operates reliably and effectively in 


ments in 
i e : 
mens in I direct-firing pulverized-coal systems 
: handles 
by same 
By every standard of direct-firing pulverizer performance, 
the Type E Pulverizer fits into the fuel economy picture 
any day, and especially so during the present emergency 
requirements, 
Type E Pulverizers— 
Are reliable in service and low in maintenance, as 
measured in service hours before replacement of 
parts becomes necessary. 
Respond readily to load changes—output controlled 
at one point, the primary air damper, and are adopt- 
able to fully automatic control. 
Maintain fineness and capacity throughout life of : 
grinding elements. ‘ The Army-Navy "E" and 
Handle coal of a wide variety and, due to drying in Maritime Commission Award 
the mill, can handle coal with as much surface flags are floated proudly at 
moisture as it will carry. the plant that builds Type E 
. , Pulverizers. 
These and other features of the Type E Pulverizer are given 
in more detail in Bulletin G-30-A. Copies obtainable on 
request. 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY STREET, NEW YORK, N. Y. 


For a copy of 

this bulletin re- 

turn this pasted 

ee on a penny post 

Ball-bearing grinding element , ; card with your 

of the Type E Pulverizer. ' name and ad- 
Simple — Sturdy — Efficient. 


! 
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TEST MADE AT APPROXIMATELY IOOOFEET GROSS HEAD 


EFFICIENCY — PER CENT 


30000 40000 $0000 
. HORSEPOWER 


FIELD TEST CURVE 
for 
60,000 H.P.—925 NET HEAD—450 R.P 
VERTICAL FRANCIS TURBINE 


Built by 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 


Our facilities for building turbines, 
valves, rack rakes, gates, etc., are now in 
use for constructing ships for the Navy. 
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WENTY FIVE per cent of Neptune's manpower 

has gone to war. So have men from Water 
Departments all over the country. Those of us who 
remain behind must help these fighting men. 


% Neptune is doing this in two ways . . . directly, 
by producing war materials in our factory . . . and, 
indirectly, by cooperating with Water Departments 
to maintain that operating efficiency which plays 
such a vital part in maintenance of public health, 


fire protection and the supplying of war industries. — 


* If your Water Department has problems in 
which the Neptune Meter Company and its 
representatives can be of assistance, we are 
ready and eager to work with you. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Lid., Long Branch, Ontarie, Canada. 


OE, 
| Guy lar fondr... thalg F\GHTING/ 
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Generals Plan Tomorrow’s 
While Winning Today’s 


N the far-flung battle fronts of the World, 

brave United States Soldiers, Sailors and 
Marines are being directed by military strategists 
in waging the most scientific war ever fought. This 
is a war of men and machines. Weighted in our 
favor is the fact that our machines are products 
of the same industrial ingenuity that has made 
America the greatest nation of them all—the men 


who use them are those 


Or. oy 


Battle 


a 's research 
dpretnne will come the 
Pins urgh-National Water 


Meters of tomorrow 





conditions and ensuing problems that the cessation 
of hostilities will bring. 

That we may keep to the forefront of 
progress, the research and development program 
of the Pittsburgh Equitable Meter Company and 
Merco Nordstrom Valve Company has been greatly 
accelerated. Our postwar planning is beyond the 
formulative stage. To be sure, the war must first 


be won, and to this end the 





who, both by heritage and 
training, will provide the 
skilled hands to guide the 
way to ultimate victory. 
Planning ahead is 
important. Sooner or later 
the war will end and the 
Water Works Industry and 
the manufacturing firms who 
supply equipment must be 





prepared to meet the changed 


We're Helping Win Today's Battles, Too! 


The normal peacetime business of 
this company and its subsidiaries is 
designing and building meters, valves, 
regulators and similar equipment for 
measurement and control. At present 
the production of our five factories 
is entirely devoted to direct war 
goods and high priority items that 
contribute to essential military, naval 
and civilian services. 


productive capacities of our 
plants are now devoted, 
but like generals, industry, 
too, must plan for to- 
morrow’s battle while win- 
ning today’s. We all must 
take steps to insure that the 
things for which we are 
fighting will be perpetuated 
in a better peacetime world 





to follow. 





PITTSBURGH EQUITABLE METER 
MERCO NORDSTROM VALVE COMPANY 
Main Offices, Pittsburgh, Pa. 
NATIONAL METER DIVISION, Brooklyn, N. Y. 


NEW YORK 
BROOKLYN 
DES MOINES CHICAGO 

MEMPHIS BOSTON 


OAKLAND 
SA 


COMPANY 


KANSAS CITY SEATTLE 

PITTSBURGH HOUSTON 
SAN FRANCISCO COLUMBIA 
LOS ANGELES BUFFALO 
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THE MERCOID CATALOG IS A GOOD REFERENCE BOOK WHEN IN NEED 
OF AUTOMATIC CONTROLS. A COPY WILL BE SENT UPON REQUEST. 


The Mercoid Corporation, 4219 Belmont Avenue, Chicago, Ill. 
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Due to war-time travel restriction, conventions listed are subject to cancellation. 





GA Distribution Conference begins, Cincinnati, Ohio, 1943. 
S. Chamber of Commerce concludes 3-day war council, New York, N. Y., 1943. 


r 
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{A 
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q Pennsylvania peeeteet Telephone Association will hold meeting, Pittsburgh, Pa., 
May 13, 14, 





: 2 May ? 








4 American W atgr Works Association, Montana Section, wil] start meeting, Billings, 
Mont., May 14, 15, 1943. 





{ American Society of Planning Officials will hold session, New York, N. Y., May 17— 
19, 1943. 





q Wisconsin State Telephone Association will hold session, Madison, Wis., May 19, 20, 
1943. 





§ AGA Motor Vehicle Conference begins, New York, N. 1943. 
q Pennsylvania Gas Association convenes, Philadelphia, ‘S "1943. 





{ ATA starts sectional conference on war-time transit, New York, N. Y., 1943. 
Indiana Telephone Association convenes, Indianapolis, Ind., 1943. 














sit lslelelale 


q Pennsylvania Electric gr ga Electric Equipment Committee, will hold meeting, 
Altoona, Pa., May 20, 21, 1943. 





9 American Water Works Association, Pacific Northwest Section, opens meeting, Belling- 
ham, Wash., 1943. 





4 American Gas So will hold joint Production and Chemical Committee con- 
ference, New York, N. , May 24, 25, 1943 





q Canadian ag tg Association will hold annual meeting, Seigniory Club, Quebec, 
June 17, 18, 





4 National Fire Protection Association starts meeting, Chicago, Ili., 1943. 
4 Arkansas Utilities Association convenes, Little Rock, Ark., 1943 





Society for Promotion of Engineering Education, Illinois Institute of Technology, will 
hold annual meeting, Chicago, Ill., June 18-20, 1943 











q EEI Accident Prevention Committee begins convention, Chicago, Ill., 1943. :) 
4 Southeastern Electric Exchange convenes, Atlanta, Ga., 1943. 
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Harold M. Lambert 


Industry’s Big Guns 


Aimed at Ever Greater Production for Victory 
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Collective Bargaining in Public 


Utility Service 
The consuming public, in the opinion of the author, has as vital 
an interest in the continuity of service by privately as by publicly 
owned companies and should receive equal consideration; and 
this public interest is superior to the rights of the companies and 


their employees including labor’s right to strike, either in peace 
or war—but especially in war. 


By SILAS BENT 


URING time of peace, the strike 
D is the only effective device 

of the labor union to im- 
prove wages, working conditions, and 
hours. Whether any essential worker 
has a better right than any soldier to 
strike during this war involves certain 
nationalistic niceties which I prefer to 
avoid. At any rate the President of the 
United States has said that nobody 
could strike against the government. 
Eric Johnston, head of the national 
Chamber of Commerce, who thinks 
perhaps that he speaks with as much 
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authority as Mr. Roosevelt, supports 
him generously. 

“You cannot,” he says, “truly bar- 
gain with a government. Wages and 
hours in government employment are 
fixed by public law. No group of gov- 
ernment employees can overturn public 
law enacted by the Congress and 
backed by the Army and Navy. In any 
knockdown contest between a govern- 
ment and a union, the union is beaten 
from the start.” 

Notwithstanding the reference to 
congressional enactments, Mr. Johns- 
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ton speaks twice in that paragraph of 
“a” government, as though he might 
mean states and municipalities as well 
as the administration at Washington, 
with its ramifications. My purpose 
here is to discuss the possibility or ad- 
visability of strikes against utilities 
owned privately or by municipalities, 
where there are three parties to every 
dispute. 

The situation is generally ironed out 
one way or another by management 
and labor. But the consuming public, 
which has a larger stake than either of 
them, if certain intangibles are taken 
into account, seldom if ever has an op- 
portunity to make itself heard. It is no 
part of the prevailing intention that he 
should have a voice. If a mere rider on 
municipal busses or subways, for ex- 
ample, were to barge in on a wage con- 
ference between the city fathers and la- 
bor leaders, he would cause as much 
consternation as Aeneas stepping into 
Charon’s boat, which was meant to 
ferry dead spirits across the River 
Styx. Thus, while it is permissible for 
the hounds, so to speak, to quarrel over 
a bone, the bone itself is supposed to 
remain strictly neutral. 


) gheeiaag ownership of electric 
utilities in this country dates 
back to 1881, when a town in Pennsyl- 
vania built a plant. In the following 
year Ohio, Michigan, Iowa, and Kan- 
sas each had one. Thereafter they in- 
creased steadily until in 1923 there 
were 3,066. But after that they began 
falling off. By 1937 there were 1,860. 
municipal electric light and power con- 
cerns, and but 1,340 privately owned, 
owing to a steady process of integration 
and merger. (Of course, the compara- 
tive number of establishments has little 
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relation to the comparison of people 
actually served—in which the private 
utilities do the greatest share.) It may 
be said in passing that the small con- 
sumer fared somewhat better as a rule 
at the hands of the private concern, 
which gave a low rate to get a uniform 
load, and expected to make its profits 
from big users. 

In 1937 there were two states with- 
out municipally owned electric dis- 
tributing systems, Texas and Montana; 
but Texas had 37 generating plants 
and Montana 4. By 1941, however, 
Texas had 62 generating and distribut- 
ing plants. 

San Antonio, whither I came for the 
winter—and found it—does not agree 
with its many sister cities and towns 
which favor municipal ownership. The 
gas, electric, and transportation facili- 
ties here have so far been operated by 
the San Antonio Public Service Com- 
pany, a private enterprise. Recently, 
steps have been taken in the direction of 
municipal ownership and litigation has 
developed. But that’s another story. I 
merely mention San Antonio as a fair 
example of a city in the process of exer- 
cising its right to change its own mind 
on whether to stay out of, or go into, 
the public utility business. 


HESE San Antonio public utilities 
are operated with an ostensibly in- 
dependent unaffiliated union, an 
arrangement always regarded with 
distrust by zealous friends of organ- 
ized labor. They always suspect a 
“company union.” Be that as it may, 
even in peace time there has not been 
a strike here. It is noteworthy that the 
personnel office is occupied by the com- 
pany’s press relations officer. 
But the war has brought forth 
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COLLECTIVE BARGAINING IN PUBLIC UTILITY SERVICE 


special problems for labor, including 
utility labor, which warrant careful if 
not sympathetic attention. 

For example, in utilities, as in other 
enterprises, women now constitute 
more than one-third of the workers. 
Equal pay for women tends to be the 
exception. Ata plant of the Aluminum 
Company of America some of them 
threatened to strike to force wages to 
par. The War Labor Board has issued 
an order that women’s pay may be in- 
creased to make it equal men’s without 
violating the general order which re- 
quires special permission for such ac- 
tion. 

Another governmental agency is 
not so sympathetic. Miss Dorothy 
Sells of the Office of Defense Trans- 
portation has warned women to “for- 
get sex appeal,” and has denounced 
“the well-filled sweater.” *This moved 
The Nation to observe editorially as 
follows : 

Uplift in this country, as any brassiére 
manufacturer will tell you, has come to stay. 
It seems to us that Miss Sells is forgetting 
another old problem—reproduction—without 
which wars could not even get under way. In 
Germany, of all places, glamor, according to 
Wallace Deuel, is now encouraged after an 
early unreproductive attempt to stamp it out 
as nonessential ; and from the pictures we’ve 
seen of Nazi Frumpy Frauen it seems quite 
possible that the glamor girls on the Ameri- 
can assembly line, even if they induce absen- 
teeism, are an asset rather than a liability. ... 


Nature will take its course, even in Mother 
Hubbards. 


y. ae there is the issue of absentee- 
ism, which is, perhaps, not quite 
so prevalent among public utilities as 
elsewhere. Yet it is so closely related 
to strikes as to merit attention here. 
The word was introduced to our news- 
paper headlines by Eddie Ricken- 
backer, a hero whose laurels are being 
considered in a new and critical way by 
a large segment of our population. 
Representative Rankin confided to the 
House not long since that God had 
rescued Rickenbacker so that he might 
bring this country the truth about 
“absenteeism.” Let me set down a 
paragraph from Rankin’s recent out- 
givings : 

Bring back the troops from the hell holes 
of the world. Place them in the factories. 
Take the war workers and place them in the 
foxholes with filth, vermin, malaria, and the 
Japanese. Then we would have no more 


slowdowns, no feather bedding, no more re- 
strictions on effort. 


As late as March 18th I find the San 
Antonio News echoing that scornful 
sentence in an editorial: 


Could such workers—and certainly habit- 
ual absentees and malcontents—spend a week 
at the fronts (in New Guinea jungles or 
North African deserts) they might get a 
still more vivid idea of the soldier’s task, and 
return home with a different “slant” on their 
own jobs. 


Absenteeism seemed manna from 
Heaven for that interested group 
whose spokesman Captain Ricken- 
backer appears to be. But these fac- 


e 


“MUNICIPAL ownership of electric utilities in this country 
dates back to 1881, when a town in Pennsylvania built a 
plant. In the following year Ohio, Michigan, Iowa, and 
Kansas each had one. Thereafter they increased steadily un- 
til in 1923 there were 3,066. But after that they began falling 
off. By 1937 there were 1,860 municipal electric light and 
power concerns, and but 1,340 privately owned, owing to a 
steady process of integration and merger.” 
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tors in labor’s favor seem to have been 
generally overlooked: Labor had ful- 
filled by 99.7 per cent its pledge not to 
strike during this war, and could not be 
attacked in that field. The employer 
group is seeking to take advantage of 
the change from the 40-hour to the 48- 
hour week, not so much to increase 
production as to cut wages by reducing 
extra pay for overtime. Now its mem- 
bers complain about loafing. Let us 
take a look at the facts, as they apply 
alike to utilities and other enterprises: 


9 penneacsal officials in Washing- 
ton who have taken pains to in- 
form themselves of the facts find that 
if so-called “loafing” and “willful ab- 
senteeism” were completely eliminated, 
there would be but few more men on 
the job, in utilities or elsewhere. Secre- 
tary of Labor Perkins has made a care- 
ful survey and has found that fully 
nine-tenths of the absences result from 
illness or accidents. Some of the acci- 
dents and some of the illness could be 
averted, but not by a spirit of work-or- 
die among the workers. Management 
must bear at least part of the responsi- 
bility. 

Absences from those causes are not 
small enough to be sneezed at. Even 
in utilities, I am informed, they often 
run close to 5 per cent. No statistical 
material is available to reveal the gen- 
eral extent of absence, but there is 
ample evidence that its extent is usually 
involuntary rather than the result of 
addiction to contract bridge or week- 
end sprees. 

Sudden expansion of industries and 
inadequate transportation facilities 
have increased the disadvantages and 
hazards of workers. Bad housing or 
lack of housing has been another 
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cause, for in trailer camps the rate of 
illness has increased sharply. The great 
number of women has increased the 
absences, partly because they are not 
fitted to stand the strain of long and 
unaccustomed tasks, partly because 
unavoidable household duties require 
some of them to stay away from work. 
Elderly laborers who have returned to 
their jobs are more subject to fatigue, 
accidents, and illness than younger 
men. In many plants the week has been 
lengthened beyond the 48-hour mini- 
mum now prescribed by Washington 
in the ever-increasing “labor shortage” 
areas—in some cases even to fifty-four 
hours. The British have found that 
these lengthened hours invariably in- 
crease absences. 


KE strain, poor ventilation, bad 
sanitation, and underheated plants 
are other causes of absenteeism, and 
they lie on the doorstep of manage- 
ment, whether public or private. So 
simple a matter as improved lighting or 
decent drinking facilities would return 
handsome dividends. Some employ- 
ers have kept workers in idleness 
around their plants, because needed 
materials were lacking and _ because 
they were unwilling to reduce the force. 
Under fixed-fee contracts your Uncle 
Sam paid the bills anyhow. 

It is no longer easy, the American 
Theater Wing reports, to get actors and 
actresses to take part without pay in 
“Lunchtime Follies,” the performances 
given to ease strain, improve morale, 
and stimulate production. Direct in- 
quiries revealed that the Thespians who 
said they were “tied up” when invited 
to do their bit were unwilling longer 
to do anything for labor, after Captain 
Rickenbacker’s exposé. 
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Municipally Owned Electric Systems 


6 ‘- 1937 there were two states without municipally owned elec- 
tric distributing systems, Texas and Montana; but Texas had 
37 generating plants and Montana 4. By 1941, however, Texas had 


62 generating and distributing plants. San Antonio . 


. . does not 


agree with its many sister cities and towns which favor municipal 

ownership. The gas, electric, and transportation facilities here have 

so far been operated by the San Antonio Public Service Company, 
. a private enterprise.” 





Let us return now to the municipal 
worker, state or Federal employee. It 
must be said at the outset that as a rule 
those who work for municipal utilities 
must pass muster politically. This is 
almost as bad as having to undergo in- 
spection by a labor union baiter or a 
company agent. It tends also to reduce 
the likelihood of strikes, since the ward 
heeler is more likely to listen to the pre- 
cinct captain or the district chairman 
than to a labor leader. An applicant for 
a job as pole inspector for the Lower 
Colorado River Authority, a Texas 
state agency, was told that he must first 
get the OK of the congressional 
Representative from that district. The 
letter had been found in the files at Aus- 
tin. This is not cited as an exceptional 
incident but as indicating the run of 
the mine. 
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Ree is a public necessity rather than 
a public utility, yet I cannot refrain 
from commenting on the fact that while 
Secretary Wickard was saying that it 
would “win the war” and was telling 
a congressional committee that “the 
food situation is going to become very 
critical,” the government was advertis- 
ing for experts in this field. Bulletins 
in all post offices offered the sumptuous 
pay of $1,620 yearly to assistant agri- 
cultural aids and $2,000 a year to senior 
agricultural aids. For the former two 
years’ technical experience was re- 
quired, for the latter four years, 
whether agronomists, bacteriologists, 
botanists, entomologists, horticultur- 
ists, or experts in forestry, soils, animal 
husbandry, and the like. The pay sug- 
gests that, if the President had not 
specifically forbidden strikes against 
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the government, the experts might well 
form a union. 

All right; let us assume from the 
foregoing brief and inadequate state- 
ment of labor’s case that utility em- 
ployees on the public payroll have just 
as much grievance as those on the 
privately owned utility payroll. Does it 
follow that either or both should have 
the right to strike against the public 
service to remedy such grievances? My 
answer is “no,” even though it involves 
that device feared by labor and man- 
agement alike—compulsory arbitra- 
tion. My answer is “no” emphatically 
for both the private utility employee as 
well as for the publicly owned utility 
employee. My answer is ‘“‘no” because 
the right of the public to a continuous 
rendition of vital public service is para- 
mount to the right of either public or 
private employees to strike. 


HIS does not mean that labor’s 

wrongs in utility service should go 
without a remedy. It means that utility 
labor must resign itself to the proposi- 
tion that it has a special obligation 
which forbids it only the use of its 
most powerful weapon—the right to 
strike. Then a substitution must be 
found? Of course. If such substitute 
is compulsory mediation, it must be 
surrounded with safeguards to insure 
adequate and fair consideration of la- 
bor’s viewpoint. But, I repeat, utility 
labor must not strike. 

The War Labor Board, which re- 
lented somewhat in the case of the 
ladies, bless em, apparently believes 
that it has only limited authority to in- 
tervene in disputes between employees 
of municipal utilities and city officials. 
It has admitted officially that it cannot 
coerce striking subway employees in 
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New York city, although it rebuked 
Mayor LaGuardia for refusing to send 
representatives to its hearing in a re- 
lated area. It has conceded that it could 
not interfere in a union dispute brought 
up by the garbage collectors in Newark, 
New Jersey, and by utility district 
workers in Omaha, Nebraska. 

On the ground that utilities are 
“charged with a public use,” capital in- 
vested in them has been subjected to 
certain limitations and to certain regu- 
lations. At a time when we are doing 
a deal of tall talking about a “total war 
effort,’ a question arises whether util- 
ity employees are subject also to reason- 
able restrictions. It happens that the 
Supreme Court of the United States 
has cast some light on this question. In 
the case of Wilson v. New,’ Chief Jus- 
tice White wrote the majority opinion, 
in which he said: 

. whatever would be the right of an 
employee engaged in a private business to 
demand such wages as he desires, to leave 
the employment if he desires, to them, and, 
by concert of action, to agree with others to 
leave upon the same condition, such rights 
are necessarily subject to limitation when 
employment is accepted in a business charged 
with a public interest and as to which the 
power to regulate commerce possessed by 
Congress applied, and the resulting right to 
fix, in case of disagreement and dispute, a 
standard of wages, as we have seen, neces- 
sarily obtained. 

In other words, considering compreher- 
sively the situation of the employer and the 
employee in the light of the obligations aris- 
ing from the public interest and of the work 
in which they are engaged, and the degree 
of regulation which may be lawfully exerted 
by Congress as to that business, it must fol- 


low that the exercise of the lawful govern- 
mental right is controlling. 


N°’ let us get back to the public 
mutton; that is, to the innocent 


bystander who is the third party to 
quarrels between management and 
labor in the utility field. We are not 


1 (1917) 243 US 332, 352, 61 L ed 755. 
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interested in the thousands who are 
turning out artificial flowers, jewelry, 
toys, and cosmetics, for their work is 
not charged, praise be, with a public in- 
terest. We can let Under Secretary of 
War Patterson or Commissioner Mc- 
Nutt worry about them. When fifty 
nonunion drivers and employees of 
dairies around Port Huron, Michigan, 
quit work they cut off the milk supply 
of that area. Milk is not a necessary, 
excepting for some infants, but it is 
highly charged with public value. The 
Associated Press reported that the 
strike was “in protest against what a 
spokesman said were attempts by the 
AFL teamsters to organize them.” All 
of us will agree out of hand that a bet- 
ter reason than this was needed for cut- 
ting off a city’s milk supply. Such in- 
stances swell the tide of antiunion 
sentiment, which all friends of labor de- 
plore, and enhance the likelihood of 
antistrike legislation. 

Shortsighted, unscrupulous, and 
sometimes venal leadership has been 
labor’s worst handicap, and some of 
the leaders have been indicted in the 
past on worse charges than conspiracy. 
In the case of public utilities owned by 
cities the domination probably had been 
at its worst, since it was political and 
the politician is a lower breed than the 
unions have produced, even the build- 
ing trades organizations, which seem 


e 


given to racketeering. The two na- 
tional factions, the Congress of Indus- 
trial Organizations, and the American 
Federation of Labor, have shown 
symptoms recently of finding a com- 
mon ground. 


| ose right to strike and to main- 
tain picket lines, where there is no 
overt legislation forbidding it, is a 
privilege. The sit-down strike was 
outlawed by the United States Supreme 
Court in a 5-to-2 decision written 
by Chief Justice Hughes back in 1939. 

That privilege to strike and to main- 
tain picket lines becomes dubious in the 
case of public utilities, whether private- 
ly or municipally owned, because of the 
interest of the neglected third party. 
The public has been surrendering 
rights on an accelerating scale, with 
some grouching, to be sure, but for the 
most part cheerfully, and is dead set 
against surrendering its right to a fair 
supply of electricity, gas, and trans- 
portation, to say nothing of fuel oil and 
coal. 

In the case of private utilities, the 
National Labor Relations Board and 
the War Labor Board have assumed 
jurisdiction over labor disputes, but 
there have been, nevertheless, some de- 
fiant strikes. In the case of publicly 
owned utilities, these agencies have not 
taken jurisdiction but there is a preva- 


tute more than one-third of the workers. Equal pay for wom- 


q “_.. in utilities, as in other enterprises, women now consti- 


en tends to be the exception. At a plant of the Aluminum 
Company of America some of them threatened to strike to 
force wages to par. The War Labor Board has issued an 
order that women’s pay may be increased to make it equal 
men’s without violating the general order which requires 
special permission for such action.” 
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lent opinion that the employees have no 
right to strike. This was illustrated in 
the New York city subway strike. 

“And this poses the question,” as a 
witty observer has said, “whether sauce 
for the public ownership goose should 
necessarily be apple sauce for the pri- 
vate ownership gander.” 

Our innocent bystander, who is 
neither goose nor gander, neither fish 
nor fowl, has the advantage, evidently, 
if he encourages his city fathers to own 
utilities, because in that event either of 
two governmental agencies may step 
in to smooth out trouble, provided the 
employees breast the strong current of 
public opinion against any strike. If the 
utilities in his community are privately 
owned, he enjoys no such protection. 
According to the immortal Declaration 
we are all created equal, and entitled 
alike to life, liberty, and the pursuit of 


busses. Why, then this distinction? 
And why should our republic put a 
premium on public ownership? 


AX for strikes by employees of utili- 
ties, I have been unable to find 
anyone who thought them justifiable. 
Threats of trouble might of course be 
quieted by compulsory governmental 
arbitration, and we may come to that. 
It would be argued, doubtless, that the 
government could lead the worker to 
his job but couldn’t make him attend 
to it, any more than an unwilling horse 
would drink at an inviting trough. The 
truth is that such instances would be 
rare, because all normal men prefer 
work to idleness. 

Nearly all labor leaders will agree 
with the businessman and the house- 
holder that utility strikes during this 
war are intolerable. 
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SocIAL JUSTICE 


ACADEMIC POLITICIANS 
BUREAUCRATS 

Evits oF ExPLoIraTION 

Bic BUSINESS 

THE SELFISH AND POWERFUL INTERESTS 
THE RANK AND FILE 
STARRY-EYED Boys 

LONG-HAIRED STARGAZERS 
REACTIONARIES AND STANDPATTERS 
DEMON INVESTIGATORS 
IRRESPONSIBLE SCRIBBLERS 


RED-BLOODED AMERICANS 

BEACON LIGHT OF RIGHTEOUSNESS 

THE ComMMON MAN 

THE UNDERSTANDING FRIEND OF THE PEOPLE 
THE SELFISHNESS OF WEALTH 

Bic INDUSTRIALISTS 

ALL RIGHT-THINKING MEN 

THE PRIVILEGED CLASS 

PRINCES OF PRIVILEGE 

DIEHARDS 
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Those State Trade Barriers 
—Fact or Fiction? 


PART II. Highway costs and truck taxes. 


In Part I of this article the authors stated that the 
demand for the removal of alleged barriers to trade 
comes mostly from the heavy trucking industry. In 
this, the concluding part of the article, the authors 
state that what the truckers are demanding in reality 


is merely an increase in subsidy. 
By E. F. DOWNS anp S. J. KONENKAMP 


HERE is a point where the costs 
Te truck operation balance the 

sum of rail freight and excess 
handling. Time is also an important 
element. Distance, weight, amount of 
handling required, and rates charged, 
all are reflected in the choice of medi- 
um which is most nearly ideal. No one 
would expect a railroad to serve as a 
common carrier in moving a ton of 
coal one mile; it is equally foolish eco- 
nomically to transport ten tons of 
fish from Boston to Kansas City by 
truck, 

That trucks are not superseding 
rails, following the supersession of 
canal boats by rails, is demonstrated 
by one typical example. If the normal 
railroad freight traffic between Chicago 
and St. Louis were to be handled by 
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highway instead, one 10-ton truck 
would be required to leave each ter- 
minal every thirty seconds, twenty-four 
hours per day, every day in the year. 
It is left for the reader to visualize 
the additional highways which would 
be required for this traffic, and to de- 
cide who would bear the burden for 
building these additional roads. 

But, in their zeal to haul anything 
that is offered, regardless of economics, 
trucks offer some few long-haul rates 
which are lower than rail freight rates 
and they sometimes go to absurd ex- 
tremes in the other direction. When 
they petitioned that rail freight rates 
be raised in order to allow trucks to 
compete, the Interstate Commerce 
Commission stated as follows on July 
8, 1940: 
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If the costs of one transportation agency 
are so high as to prevent profitable operation 
at rates which permit the competing agency 
to perform satisfactory service to the pub- 
lic and to earn a good profit, it seems ob- 
vious that the high-cost agency in meeting 
the rates of the low-cost agency is attempting 
to compete on a nonprofit basis. 

To direct the low-cost agency in these cir- 
cumstances to increase its rates would be to 
disregard the admonition of both the Inter- 
state Commerce Act and the Motor Carrier 
Act to give due consideration to the need in 
the public interest of adequate and efficient 
... transportation at the lowest possible cost 
consistent with the furnishing of such serv- 
ice. 


ae medium of transport has its 
own well-defined and _ proper 
sphere, depending on a number of con- 
ditions. Economic balance between the 
various media of transport is too rarely 
understood and considered. The un- 
varnished truth is that few, if any, 
trucks above five tons’ capacity ever 
have paid their own way. At the same 
time, truckers tend to use the heaviest 
possible vehicles in order to keep 
salaries and wages per revenue ton- 
mile at the lowest possible figure. 

A brief presented before the Inter- 
state Commerce Commission by the 
Chicago Association of Commerce 
comparing truck and rail transport 
states in part: 


Terminal costs of motor carriers are much 
lower, while line-haul costs are relatively 
higher, particularly for longer hauls. 


Naturally, terminal costs are lower for 
trucks than for rails. 

Among the media of transport, cer- 
tain differences should be noted: 


Water transport is required to pay fixed 
charges and taxes only on revenue-producing 
vehicles, and sometimes a toll on publicly 
owned terminals. The true capital expendi- 
tures for water transport never have been 
revealed. These include the enormous sums 
spent by Congress to widen channels, to build 
locks, and even to chastise electric utilities 
in the Tennessee valley. 

Railroads pay fixed charges and taxes on 
revenue-producing vehicles, on terminals, 


and on every foot of real estate in their 
right of way. 

Trucks pay fixed charges and taxes on 
revenue-producing vehicles, but they fre- 
quently use public streets as terminals. Road- 
use fees, including gasoline tax, license, and 
special fees, are legally recognized as taxes, 
though these payments more accurately are 
described as tolls. 


HERE is no similarity between rail- 

road taxes and the bulk of fees 
paid by truckers. If any comparison 
were to be attempted, truckers’ road- 
use fees should be set against railroads’ 
maintenance-of-way charges. Hence, 
if it is equitable that the general tax- 
payer furnish right of way for trucks, 
should he not also take on the burden of 
building and maintaining railroad right 
of way? The truckers who are most 
voluble in their complaints against 
road-use fees belong in the heavy trans- 
port trucking class, and account for one 
per cent of registered vehicles. It is of 
interest to note that the total of all 
trucks larger than the heavier passen- 
ger automobiles amounts to only about 
10 per cent of registered motor ve- 
hicles. The trucking associations fre- 
quently publicize the payment of $417,- 
000,000 annually by trucks, neglecting 
to say that this total of payments is 
derived from the butcher, the baker, 
the plumber, and the farmer’s pick-up 
truck. An answer to trucking associa- 
tions’ misleading propaganda, pre- 
pared some two years ago, said in this 
connection : 


The $417,000,000 which you claim is the 
truckers’ contribution to highway fees, ap- 
parently includes the saints with the sinners. 
The small truck is a most necessary part of 
present-day life, and contributes the major 
portion of fees attributed to trucks, without 
causing any great damage to highways. The 
bulk of highway damage and destruction 
are chargeable to the large and heavy truck 
which pays only an inappreciable portion of 
highway fees. Incremental costs of wide 
lanes and the differential in cost of 9-inch 
or 10-inch concrete over macadam are also 
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justly and logically chargeable to this class 
of vehicle which pays for neither. 


E tes, United States Bureau of Pub- 
lic Roads made a theoretical study 
sometime ago of road requirements in 
Pennsylvania and reached the conclu- 
sion that $52,000 per mile would be re- 
quired to provide a highway suitable 
for all classes of traffic. Unsoundness 
of the bureau’s conclusions is dem- 
onstrated by the thousands of miles of 
roads built during Governor Pinchot’s 
administration at a cost of $6,000 per 
mile. These roads are adequate and 
safe for all classes of traffic except the 
extremely heavy truck or combination 
vehicle. 

Some states have concluded that 
while the heavy truck requires 10 or 
12 inches of reinforced concrete for a 
road surface, the needs of all other 
traffic are fully met by a macadam or 
bituminous-surfaced road. Therefore, 
it seems not unreasonable to say that 
the heavy truck has multiplied the costs 
of road construction up to 800 per cent, 
while contributing less than 5 per cent 
of the total road-use fees. 


ee of present truck fees 
for road use may be gauged from 
the tabulation outlined below of heavy 
truck subsidy in the United States, re- 
ported in 1939, 

Wherever the problem has been 
studied, the general conclusion is that 
the heavy long-haul truck is contribut- 
ing only an inappreciable portion of 


highway fees and is the recipient of 
large subsidies. A further indication 
of the loss to all taxpayers occasioned 
by transport trucks is given by the ton- 
mile tabulation (Table A, page 742) 
derived from the 1940 Eastman report. 

Every state which has studied the 
problem reached the conclusion that 
heavy trucks are responsible for the 
bulk of highway damage and destruc- 
tion. In the face of this, operators of 
oversize trucks and busses, compris- 
ing only an infinitesimal portion of 
all the motor vehicles, insist that 
states should change their laws to ac- 
commodate heavy trucking. While the 
entire nation is facing ever-increasing 
tax burdens, only the truckers demand 
tax exemptions as their price of codp- 
eration in the war effort. 


| neacmairapn states are far better ac- 
quainted with their own problems 
than any centralized planning board 
can hope to be. Conditions differ in the 
various states, and in different sections 
of each state, and meeting the highway 
requirements of a thickly settled urban 
area would be wasteful extravagance 
for a sparsely settled rural area. The 
far western states, including Montana, 
Wyoming, and Utah, with their low 
population density, cannot afford to 
build roads to accommodate 10- or 15- 
ton trucks, Kentucky, with hilly coun- 
try and a relatively low per capita 
wealth, is unable to provide the heavy 
standards of highway construction 


e 


Tons Gross Expense 
1 Allocated 
$1,705 
1,947 
2,412 


2,755 


Fees 
Vehicle 
Private Truck 


For Hire Truck 


Subsidy 

$1,349 
1,461 
1,920 
2,047 
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TABLE A 
PAYMENTS PER TON-MILE BY ALL CLASSES OF Motor VEHICLES 
IN THE UNITED STATES 
According to the Report “Pustic A1ps TO TRANSPORTATION” 


Character 
Of Use 


Type of Vehicle 
Passenger Automobile 
Farm Truck 
7-passenger Bus 
7-passenger Bus 
Over 20-passenger Bus 
8-20-passenger Bus 
8-20-passenger Bus 
5-ton Combination 
1.5-3-ton Truck 
1.5-3-ton Truck 


School B 
1.5-and-less-ton Truck 
3-5-ton Combination 
Taxicab 

3-5 ton Truck 

Over 20-passenger Bus 
5-ton Truck 

Over 5-ton Combination 
5-ton Combination 
1.5-3-ton Combination 
Over 5-ton Truck 
3-5-ton Truck 

3-5-ton Combination 
5-ton Truck 

Over 5-ton Truck 
1.5-3-ton Combination 
Over 5-ton Combination 


e 


found in neighboring states. But, all 
these states provide roads which are 
fully adequate for 95 per cent of motor 
vehicles. It is utterly impossible to set 
up any uniform regulations governing 
the size and weight of motor vehicles 
that would be fair and proper for all 
states and for all parts of each state. 

The police power of a state should 


Tax per 
Ton-mile 
In Mills 
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give it the right to protect its public 
works from destruction, since it is the 
responsibility of the states and lesser 
political subdivisions to build the roads 
and streets. These are inherent states’ 
rights that cannot lawfully be invaded 
through the guise of Federal aid. 
Existing size and weight limitations 
have been formulated by the vari- 


e 


Street and 

Period 
000 omitted 
$16,527,100 
8,991,989 


$25,519,089 


1921-32 
1933-37 


1921-37 
APR. 29, 1943 


Highway Costs 


Paid by 
Motor 
Vehicles 


Motor Vehicle 
User Payments 
000 omitted 
$6,132,933 

4,751,773 


$10,884,706 


37% 
53% 


40% 
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ous states to conserve their highways 
and to protect the safety and conven- 
ience of the motoring public, and the 
Supreme Court of the United States 
has ruled}, 

That the legislature may graduate the fees 
according to the propensities of the vehicles 
to injure or to destroy the public highways, 
and may exempt those with respect to which 
this tendency is slight or nonexistent, cannot 
be doubted. 

It has repeatedly been pointed out 
that the cost of building roads strong 
enough to carry heavy trucks through 
all of the states would be far in excess 
of the benefits to be derived from such 
transportation. Some states, acting in 
self-defense, have placed relatively 
high taxes on heavy trucks, but this is 
not a trade barrier, since the same tax 
applies to intra as to interstate trucks, 
and alternate media of transport exist. 
Although highway subsidy is furnished 
at the rate of a billion dollars per year, 
the transport truckers still demand that 
state license restrictions be abolished. 


Ghar full implications of such de- 
velopments may not generally be 
appreciated. Passenger automobiles 
registered in the United States passed 
the “knee” on the growth curve about 
1926. Since 1930 the subsidized trans- 
port trailer has enjoyed its maximum 
rate of growth. And during this period 
the automobile industry has played 
Pollyanna, asserting that saturation 
simply can’t happen. Meanwhile, road 
builders continue to spend future in- 
come, calculated upon a continued ex- 
pansion of the automobile industry, 
which had ceased to expand long before 
Pearl Harbor. 


_—— 


1Carley & Hamilton v. Snook (1930) 281 
US 66, 74 L ed 704. oe 
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With self-supporting vehicles facing 
saturation, rapid increase in the number 
of subsidized vehicles can result only 
in progressively worse and worse con- 
ditions in highway finance, which pre- 
sents a bleak picture even for the past. 


IGHWAY subsidy payments in the 
United States have run at over 
one billion dollars per year for twenty 
years or more, and of this approximate- 
ly one-half has been furnished by the 
general taxpayer. Further aid to trans- 
port truckers will result in increasing 
the national subsidy to highways, and 
no compensating benefits will follow 
increased general taxation to cover 
this unnecessary subsidy. For years, 
railroads have been the largest tax- 
payers, and have sponsored many high- 
way cost studies. It is unfortunate that 
the attitude has arisen that this work 
was done solely in the hope of stifling 
a competitor. 

It is equally unfortunate that the 
facts have been suppressed in certain 
states where public funds were devoted 
to preparing highway cost studies. 
The conversion of highways into rail- 
roads by subsidized truckers necessi- 
tates the retention of every device which 
the states have at their command to 
prevent further extension of unstable 
highway financing. 


HE fundamental aim in any busi- 

ness undertaking, be it a public 
utility or a sandwich shop, is to pay 
operating costs and to provide a return 
on investment and risk capital. When a 
transport trucker complains that he is 
unable to make a profit under present 
licensing fees and restrictions, this is 
by no means evidence that the fees are 
unfair, or that he is the subject of dis- 
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Similarity between Railroad Taxes and 
Truckers’ Fees 


& dro is no similarity between railroad taxes and the bulk of 

fees paid by truckers. If any comparison were to be at- 

tempted, truckers’ road-use fees should be set against railroads’ 

maintenance-of-way charges. Hence, tf it is equitable that the gen- 

eral taxpayer furnish right of way for trucks, should he not also 

take on the burden of building and maintaining railroad right of 
way?” 





crimination. It may simply go to prove 
that the trucker is attempting the im- 
possible. His failure to make a profit 
after meeting operating costs, fixed 
charges, taxes, and road-use fees is not 
proof of excessive road-use fees; it 
may be a reflection on the quality of 
management, and it may mean that the 
business in question is economically 
needless. The argument is advanced 
that a profit is possible only if heavy 
trucks and combination vehicles are al- 
lowed, but in connection with the ability 
of a trucker to make a profit, the Su- 
preme Court of the United States 
stated? : 
The mere fact that a truck company may 
not make a profit unless it can use a truck 
with load weighing 22,000 or more pounds 


does not show that a regulation forbidding 
it is either discriminatory or unreasonable. 


The motor truck still is in the ex- 
perimental stage, and mortality of 


2 Morris v. Duby (1927) 274 US 135, 144, 
71 L-ed 966. 
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trucking enterprises continues to be 
high. The history of business is full of 
failures. Why should truckers be pam- 
pered ? 


oS of the constitutional im- 
possibility of maintaining trade 
barriers, discussions on the subject 
have a tendency to place the cart be- 
fore the horse. Both quarantine and 
sanitary laws, and the regulation of 
public highways, sometimes are incor- 
rectly described as trade barriers. The 
outstanding fact demonstrated by much 
talk of trade barriers is that the subject 
needs debunking. Those who deplore 
such conditions are simply serving as 
cat’s paws for the transport truckers 
who probably will never be satisfied 
until they may use all the highways, 
roads, and streets in forty-eight states, 
the District of Columbia, and Alaska 
for one minimum yearly license fee. 
Take the case in Idaho, for example. 
With 40,000 pounds as the heaviest 
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truck weight thought necessary by the 
War Department, Idaho allows 68,000 
pounds. Yet, in the 1943 session of 
the Idaho legislature, truckers unsuc- 
cessfully supported a measure which 
would have increased permissible 
weights to 84,000 pounds. 

Truckers always plead that they are 
performing a necessary function. This 
is partly true, but it fails to say which 
trucks. Is it the farm truck, or the pri- 
vately owned and used 3-ton truck ? Or, 
is it the 10-ton semitrailer, operated 
over public highways for profit, the 
vehicle which is primarily responsible 
for road deterioration in spite of the 
expense encountered in trying to ac- 
commodate it ? 


peers with praiseworthy aims of 
stimulating increased freedom of in- 
tercourse among the states always 
strain at the gnat of overexercised po- 


lice power, then they swallow the camel 
of increased motor vehicle reciprocity. 
To attack the effect while leaving the 
cause undisturbed is a most unsatis- 
factory manner of curing ills ; the adage 
about the “ounce of prevention” still 
1s true. 

Complaints by truckers that they are 
overcharged are easy to understand, as 
are the arguments advanced by them 
to show the existence of alleged trade 
barriers, Truckers seldom have a case 
in point, and try to obscure the issue 
of road destruction under a mythical 
trade barrier. 

But, why should disinterested people 
spring to the defense of this group? 
Why will people insist on placing all 
motor vehicles in the classifications of 
“private passenger automobiles, motor 
busses, and motor trucks” and on say- 
ing that “automobiles and trucks pay 
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their full share of the highway costs” 
even though there is nothing in com- 
mon between the private pleasure car 
and the long-haul, heavy transport 
truck and trailer? 


<es licensing of motor vehicles 
seems to be not nearly so burden- 
some as some other forms of regula- 
tion. For example, the railroads are 
hog-tied at every turn by the Interstate 
Commerce Commission, and in addi- 
tion to this strangling regulation they 
are forced to submit to regulation by 
the state commissions. The electric 
utilities prepare annual reports com- 
pared to which the decennial census of 
the United States is child’s play. The 
trucker claims that he is abused simply 
because he may have to buy more than 
one registration tag for his vehicle. 

The aims of the Revolutionary pa- 
triots who destroyed the first govern- 
ment and the aims of the trucking as- 
sociation are as far apart as the poles. 
Though Washington and his col- 
leagues desired a somewhat different 
form of government, their actions 
were instrumental in opening up vir- 
gin country by the introduction of 
transportation. The marginal truckers 
find a developed country and transpor- 
tation media. Realizing that their only 
hope of cashing in is through prefer- 
ential treatment, they besiege the halls 
of Congress with loud laments about 
imagined injurious treatment received 
at the hands of the states. 


ICENSING of trucks is not a trade 
barrier for the charges must ap- 

ply to local and to nonresident trucks 
alike, and the proceeds are used 
to build and maintain the roads. State 
regulation of trucks is an exercise of 
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proper sphere, depending on a number of conditions. Eco- 


q “EAcH medium of transport has its own well-defined and 


nomic balance between the various media of transport is too 
rarely understood and considered. The unvarnished truth is 
that few, if any, trucks above five tons’ capacity ever 
have paid their own way. At the same time, truckers tend to 
use the heaviest possible vehicles in order to keep salaries and 
wages per revenue ton-mile at the lowest possible figure.” 


the police power in regulating a nui- 
sance. These police powers are logically 
and legally state functions, and apply 
to all residents of the state as well as 
to nonresidents. Such highway regu- 
lations must continue to be determined 
by each state for itself, depending upon 
the local conditions and upon the abil- 
ity of the taxpayers to support the high- 
ways. Any other arrangement would 
only result in a wasteful extravagance 
which cannot be justified. 

The solution, as in many similar 
cases, seems to lie in an awakened pub- 
lic consciousness. It is not pleasant to 
believe that governmental bureaus are 
deliberately prejudiced, yet it is incon- 
trovertible that both the Public Roads 
Administration in its policies, and the 
Federal Codrdinator of Transporta- 
tion in a report published in 1940, gave 
trucks many advantages which the 
facts hardly seem to warrant. 


Ww it not for the partiality shown 
to trucks by this Eastman re- 
port, one might believe that the licens- 
ing of motor vehicles by the Interstate 
Commerce Commission would be a 
move in the right direction. Consider- 
ing that this report dismissed 60 per 
cent of the costs of roads and streets 
by saying that this portion should be 
paid by property owners, it seems that 
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the public can hope for the best results 
by continuing the state registration of 
motor vehicles. And if the trucking in- 
dustry once learns that it must abide 
by state laws and that laments are fu- 
tile, the talk of trade barriers will cease. 
This matter is vital to every tax- 
payer. The problem of highway costs 
boils down from a dramatic plea on 
the part of the truckers to a question 
as to how much truck transportation 
the taxpayers can afford, and how much 
more subsidy they will willingly fur- 
nish to the operators of transport 
trucks. 
By way of tangible suggestions, the 
following are offered: 
Divorce motor vehicle laws from all 


trade barriers discussion. Let the sub- 
ject stand on its own merit. 

Allow states their inherent right to 
run their own affairs. Substitute Fed- 
eral suggestion for threatened Federal 
coercion. Limit Federal activities to co- 
ordinating. 

Determine once and for all the facts 
of motor vehicle subsidy. 

Remove the Federal “pork” from 
highways. 

Taper off transportation subsidy, 
eliminating it from established enter- 
prises. 


| iy has been pointed out that of the 
various categories into which so- 
called trade barriers fall only two are 
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truly such barriers, and the remainder 
are simply examples of exercise of the 
individual state’s police power. Al- 
though this power may be occasionally 
overexercised, its supersession by con- 
gressional rule might well be fraught 
with more serious consequences than 
any amount of actual barriers. 

Truck reciprocity agreements are al- 
ready too liberal, and should not fur- 
ther be extended as a means of stimu- 
lating trade among the states until 
heavy trucking pays its own way. Ap- 
proaching the problem with the aim 
of first providing full reciprocity for 
all motor vehicles, including road-de- 
stroying trucks, will aggravate condi- 
tions. 

Amelioration which will be per- 
manent can be obtained by attacking 
the evil at its root—subsidy.* 


*Nore — A method of calculating highway 
costs sometimes used works on the assumption 
of a “basic” vehicle and a “basic” road. The 
25,000,000 private vehicles then would be 
classed as “basic” and the road standards to 
accommodate this traffic would be the “basic” 
road, consisting of thin macadam or tarred 
gravel, with 9- or 10-foot lanes. 

By this method of figuring, the remaining 
vehicles which require roads wider or thicker 
than the “basic” would be required to pay all 
costs in excess of “basic.” These additional, or 
“incremental,” costs include such items as the 
difference in cost between thick concrete and 
thin macadam; between a 12-foot lane and a 
10-foot lane. Though this “incremental cost 
method” is inherently the most just, it is diffi- 
cult to calculate. Therefore, a simpler method 
has been more often used. 


In calculating the “ton-mile method” of cost 
allocation, the gross ton-miles of each class of 
vehicle per year is derived. Though several 
states have studied the problem of road costs 
on this basis, they have usually considered that 
the ton-mile charge should be the same for all 
classes of vehicles. It seems, however, that a 
good case could be built up to justify a higher 
ton-mile charge for heavy trucks than is im- 
posed on pleasure cars. The passenger car pays 
two i one-half times as much as the heaviest 
truck. 











Billionaire Utility Business 


is is common practice to speak of public utility enterprises as “big business” 
and so it is, generally speaking, as compared with most other commercial 
establishments in the average community. But, actually, out of all the railroads, 
electric, gas, telephone, transit, and water companies in America, few indi- 


vidual corporations have reached a point of centralized financial control 
amounting to as much as one billion dollars—an amount which is spoken of 
quite easily these days in government affairs at Washington. Specifically, 
only three out of a list of thirty-two “billionaire corporations’ mserted in 
the CONGRESSIONAL Recorp on March 1, 1943, by U. S. Senator Homer T. 
Bone of Washington were utility concerns: the Bell system ($5,893,765,919), 
Consolidated Edison of New York ($1,403,618,197), and Cities Service 
($1,086,831,666). 
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Electric Utilities and the 
Cost of Living 


The average price of electricity to the American 

homes and farms, says the author, was at its lowest 

point when general prices were frozen and has gone 
even lower since that time. 


By FRANK A. NEWTON 


HE Anti-inflation Act, as amend- 

ed by Congress to apply to com- 

mon carriers and public utilities 
as follows: “That no common carrier 
or other public utility shall make any 
general increase in its rates or charges 
which were in effect on September 15, 
1942, unless it first gives thirty days’ 
notice to the President or such agency 
as he may designate, and consents to 
the timely intervention by such agency 
before the Federal, state, or municipal 
authority having jurisdiction to con- 
sider such increase.” 

The adoption of this amendment was 
part of the effort to check increases in 
the cost of living. 

It is pertinent to ask certain ques- 
tions and to consider the facts as to 
the relation of the cost of electricity to 
the cost of living. 
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1. What part of the cost of living 
is the cost of electricity to the 
average American family? 
Has the cost of electricity gone 
up with the cost of living? 


The United States Bureau of Labor 
Statistics keeps the official record of 
the cost of living. The bureau lists 
these items as making up the cost of 
living: 

Food 

Clothing 

Rent 

Fuel, electricity, etc. 
House furnishings 
Miscellaneous 

The bureau, in a report of August, 
1940, found that Item 4—‘Fuel, elec- 
tricity, etc.”—represented 6.4 per cent 
of the total cost of living. A special 
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study made by the bureau showed that 
the cost of electricity alone was but 1.6 
per cent of the total cost of living at 
that time. 


incE August, 1940, the cost of liv- 
S ing has gone up over 20 per cent. 
During the same period the cost of elec- 
tricity has continued to go down. At 
this time the cost of electricity to the 
average family is less than 14 per cent 
of its cost of living. That is the meas- 
ure of its importance in the problem 
of controlling the increase in the cost 
of living in the United States. 

What is the answer to the second 
question—‘‘Has the cost of electricity 
gone up with the cost of living?” The 
average price of electricity to the 
American homes and farms was at its 
all-time lowest point when general 
prices were frozen and has gone even 
lower since that time. 

The Bureau of Labor Statistics re- 
porting on the cost of living in August, 
1942, said that it was then “19 per 
cent higher than in August, 1939, just 
before the outbreak of war in Europe.” 
In December, 1942, the bureau found 
the increase had gone up to 22 per cent 
over August, 1939. Needless to state, 
there has been a further increase in the 
cost of living since December, 1942. 


HAT was the record of the cost of 

electricity during the same pe- 
tiod? For the twelve months ended 
August, 1939, the average price to the 
American homes and farms was 4.05 
cents per kilowatt hour. 

For the twelve months ended De- 
cember, 1942, it was 3.67 cents, a re- 
duction of 9 per cent in the cost of 
electricity while the cost of living had 
gone up 22 per cent. 
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HE situation is this: Had the cost 

of electricity followed the cost of 
living the average price today would be 
over 30 per cent higher than the aver- 
age price now being paid for electricity 
by American homes and farms. No 
other industry whose product enters 
into the cost of living can show such a 
record. 

It would seem but fair that recogni- 
tion of these facts be given by those 
agencies struggling to hold in check 
rising prices of all those things which 
enter into and influence the cost of liv- 
ing. 

With the cost of electricity going 
down while the prices of other items 
of household expense steadily increase, 
the electric utility industry would seem 
in all fairness entitled to the considera- 
tion and recognition its record calls for. 

So that there may be no misunder- 
standing, it should be pointed out that 
this record of lowered cost of electricity 
has been accomplished in the face of 
increasing costs. The wages of labor in 
the electric utility industry have ad- 
vanced as in other industries. The cost 
of materials and supplies it uses has 
gone up likewise. Its taxes have stead- 
ily mounted in pace with the taxes laid 
on other enterprises. 


MW hose is still another record of the 
electric utility industry that should 
be noted. Has the housewife met this 
sort of response when she turns on 
the electricity in her home: “Sorry, no 


butter today. We expect some next 
week”? Or has the response been as 
follows: “Sorry, your call will be de- 
layed. The circuits are busy”? Or has 
this sort of response been forthcoming : 
“Sorry, we can’t give you any space on 
that train. All space has been sold”? 
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High Cost of Living 


& i tee Bureau of Labor Statistics reporting on the cost of living 

in August, 1942, said that it was then ‘19 per cent higher 

than in August, 1939, just before the outbreak of war in Europe.’ 

In December, 1942, the bureau found the increase had gone up to 22 

per cent over August, 1939. Needless to state, there has been a fur- 
ther increase in the cost of living since December, 1942.” 





oS part has the electric utility 
industry played in the most vital 
supply of power for the nation’s war 
industries as well as its civilian needs? 
Let J. A. Krug, Director of The Office 
of War Utilities of the War Produc- 
tion Board, answer this question as he 
did on February 16th at Chattanooga : 


Power has never been “too little or too 
late.” There is today no shortage of power. 
This is in sharp contrast to the situation as 
to many other vital necessities. I do not 
know of a single instance in which the opera- 
tion of a war plant has been delayed by lack 
of electric power supply. Every single piece 
of complicated equipment, from the switches 
at the industrial plant back through the trans- 
formers, distribution feeders, transmission 
lines, to the generators in power stations, has 
been in place and ready to operate when the 
new war plants were ready for use. I repeat, 
the power men of the country can be proud 
of the job that they are doing. But this pride 
is justified not alone because adequate sup- 
plies of power are being provided for the 
war program. The job has been done with 
the minimum possible interference with the 
rest of the war program. 


Could a plainer statement be made 
by a more competent authority? 
APR. 29, 1943 


It would seem proper in connection 
with the record of the electric utility in- 
dustry as to what it has done to help 
control the cost of living and what it 
has done to supply war industries, to 
call attention to what it is contributing 
in taxes. For the year 1942, the private 
electric utilities of the country paid in 
taxes nearly 25 per cent of their entire 
revenue. That compares with 15 per 
cent in 1937 and with less than 12 per 
cent in 1932. The taxes of the private 
electric utilities in 1942 amounted to 
nearly $20 per customer it served. Per- 
haps the situation is more clearly 
realized when it is stated that in 1942 
the private electric utilities paid in taxes 
nearly 40 per cent of what was left 
after meeting ordinary running ex- 
penses and before taking care of depre- 
ciation and meeting their interest obli- 
gations. 


r i ‘HE private electric utility indus- 
try is not complaining about pay- 





ing i 
prose 
feel, | 
shou! 
powe 
reco! 
price 
ing t 
dust 
unfa 
plac 
lic | 


ELECTRIC UTILITIES AND THE COST OF LIVING 


ing its share of the taxes required to 
prosecute the war successfully. It does 
feel, however, that this burden of taxes 
should be laid equally upon public 
power. It feels that in view of its 
record as to consistently declining 
prices and in view of its record in meet- 
ing the demands for power for war in- 
dustries, it should not be put to the 
unfair disadvantage which failure to 
place an equal burden of taxes on pub- 


go into the utility business on the 
ground that it can conduct it as effi- 
ciently as private companies, then it 
should be prepared to pay the same 
taxes as do the private companies, and 
earn a fair return upon the public’s 
money invested in such property. Were 
this done, there is very good reason.to 
believe that the public would generally 
prefer to retain private ownership and 
operation. A proper step to establish 


such a fair competitive relationship 
would be to make all public utility prop- 
erties, whether privately or publicly 
owned and operated, subject to the 
same rates of income taxation.” 


lic power puts it in. This has been 
summed up by the New York Journal 
of Commerce of February 18, 1943, as 
follows : 

“Tf wants to 


the government 








Does Washington Know the West Exists? 


—“— importance of a regional government can be over- 
stressed, but it can be understressed, too. If the Cabinet 
was made up of outstanding men, the best to be had in every of- 
fice, there might be no need to ask what part of the country they 
came from; and the same thing may be said of the other adminis- 
trators. But the Cabinet actually contains hardly more than 
two men who can be called first-rate, and few of the other ad- 
ministrators are epoch making. The rest of the list runs from 
mediocre to poor; and the Pacific coast can furnish a score of 
men who would be an improvement. . . . 

“Washington needs to become aware of the strategic and in- 
dustrial importance of this region. Perhaps if there were a real 
Westerner in the Cabinet it would become so aware. Judging 
from appearances, the administration thinks that it has done all 
necessary for the West when it pays an extravagant price for 
silver. It should learn there are other things of vastly more wm- 
portance.” 

—Excerpt from editorial, Los Angeles Times. 
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Canada’s New War-born 
Hydroelectric Giant 


When completed next fall it is expected to generate 
1,200,000 horsepower of electrical energy 


By FERGUS J. McDIARMID 


BOUT the end of January of this 
A year a news story began to flow 
out of the Saguenay river re- 
gion of Canada’s Province of Quebec 
which will no doubt constitute one of 
the great industrial sagas of this war. 
It concerns a new hydroelectric de- 
velopment which when completed next 
fall is expected to generate 1,200,000 
horsepower of electrical energy. By the 
time the shroud of war-time secrecy 
was withdrawn, three great generators 
originally designed to produce 85,000 
horsepower apiece, but revamped to 
turn out 100,000 horsepower, were 
already in operation. Each month this 
year it is planned to put another such 
machine on the line until in November 
all twelve of the generators for which 
the powerhouse is designed will be in 
operation. 
By such time the three power plants 
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on the Saguenay will have a total in- 
stalled capacity of 2,040,000 horse- 
power which is slightly more than the 
total planned capacity of Boulder dam. 
The capacity of the Shipshaw plant, as 
the new Saguenay giant is called, will 
easily top Boulder’s present installed 
capacity of 975,000 horsepower. Under 
worst water conditions the Saguenay 
plants will produce a minimum of 1,- 
445,000 horsepower which is more 
power than is now produced by falling 
water on both sides of Niagara Falls. 
It is obvious, therefore, that the 
Saguenay river region of Quebec, 
which is located some 140 miles north 
of Quebec City, and about 260 miles 
as the crow flies from Montreal, must 
constitute one of the most important 
reservoirs of hydroelectric power in 
the world. The reasons for this are, of 
course, geographical. The great Un- 
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gava peninsula which makes up the 
greater portion of Quebec’s land area 
forms part of what is geologically the 
oldest land in the North American 
Continent, the Laurentian, or pre- 
Cambrian Shield. This region com- 
bines a moderate but substantial ele- 
vation above sea level along with a 
fairly heavy rain and snowfall. The 
area is quite rugged and its many sub- 
stantial rivers are confined to fairly 
narrow and well-defined channels 
carved in the age-old rock. At intervals 
in their flow to the sea these rivers 
make sudden and substantial drops. 
The region is quite generally forested, 
which helps to retain moisture and 
makes for a fairly even stream flow 
throughout the year. The whole area 
is covered with sizable lakes which can 
be turned by the building of dams into 
ideal storage reservoirs. ~ 


H™ then are all the necessary con- 
stituents of cheap and successful 
hydroelectric power developments, and 
hydroelectric plants in this area now 
form a substantial and ever-growing 
part of the industrial main spring of 
Canada. They make up in large meas- 
ure for the lack of coal resources in 
the central industrial regions of our 
northern neighbor. Such names as 
Gatineau, Shawinigan, and Saguenay, 
which denote great existing power 
producers in this area, have long been 
familiar to American investors in 
Canadian utility securities. 
Development of the Saguenay river 
for power purposes is no new thing, 
and the fact that this stream was 
capable of great further development 
has long been realized. Between its 
headwaters at Lake St. John and sea 
level at Chicoutimi this river drops 
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over 300 feet and its volume of flow is 
very large. A number of important 
streams converge into Lake St. John 
and they drain a well-watered region of 
many thousands of square miles. This 
lake which acts as a storage reservoir 
for the power plants on the Saguenay is 
itself about 400 square miles in area. 
The plants on the Saguenay, therefore, 
need never fear a water shortage, and 
because of the great storage facilities 
upstream an unusually large part of 
their capacity represents firm power 
always available. 

First plant to be constructed on the 
river was the Isle Maligne Plant of the 
Saguenay Power Company. It was 
built in the early twenties and now has 
an installed capacity of 540,000 horse- 
power. Its dam, located just below the 
point where the river flows out of Lake 
St. John, serves to maintain that lake 
at spring flood levels throughout the 
year. The head of water at this plant 
is 110 feet. Its operation will not be 
impaired by the new Shipshaw plant 
down the river. 


| Said down the river at Chute a 
Caron the Aluminum Company of 
Canada completed a development in 
1931 which ultimately attained a capac- 
ity of 430,000 horsepower. This plant 
was Originally built as the first stage of 
the present great Shipshaw develop- 
ment, and on the completion of the lat- 
ter the operation of the smaller Chute 
a Caron plant will be greatly altered. To 
begin with two of its generators are to 
be taken out and installed in Shipshaw. 
Finally most of its water will be divert- 
ed to the larger plant where it will be 
more fully utilized in a drop of about 
200 feet. Chute a Caron will then ful- 
fill its original function of a peak load 
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Framework of Private Enterprise 


“... this great new power development will reside within the framework 


of the private enterprise system. 


This may be mildly comforting to 


American holders of securities of Canadian utilities who would 
prefer not to have any potential TV A’s sprouting in their investment 
field. On the other hand the fact that the plant will form a part of the 


private enterprise system seems to 


have annoyed some of the more ex- 


treme public power zealots in this country.” 





and standby auxiliary to the Shipshaw 
plant. In spite of the fact that the new 
development derives its name from the 
Shipshaw river, this river actually 
flows into the Saguenay below the new 
plant and so its water will not help to 
drive its turbines. 

The new development called for the 
construction of five great dams which 
direct the whole flow of the Saguenay 
into a new channel hewn out of solid 
rock. One of these dams is over 2,000 
feet long. Tunnels also cut through the 
rock, 30 feet in diameter and lined with 
concrete, carry the water to the tur- 
bines. These tunnels drop 200 feet and 
extend horizontally an additional 600 
feet. The flow of water through them 
is controlled by gates at the tunnel en- 
trances. 

Most amazing feature of Shipshaw 
was the speed and secrecy with which 
it was constructed. Work was begun 
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only on October 1, 1941, when mount- 
ing needs for aluminum forced its con- 
struction. Work was pushed through 
two intensely cold winters in tempera- 
tures which often ran to 25 or 35 de- 
grees below zero. Excavated material 
froze in trucks and had to be blasted 
loose. Mixed concrete had to be heated 
so it would not congeal before being 
poured. A peak number of 8,845 men 
were employed. So far a total of 62 
men have lost their lives on the job, 16 
of them when fire destroyed a dormi- 


tory. 
_ the main project was pro- 
ceeding to completion, work was 
being rushed on a number of storage 
dams to help even out the flow of water 
in the Saguenay throughout the year. 
One of these is at Lake Manouan, some 
170 miles to the northeast of the main 
development. Since this auxiliary dam 
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is in the wilderness far removed from 
any railroad or road, men, materials 
and supplies were flown in. The air 
ferries carried 800 men, and 1,900 tons 
of equipment to the site. Another huge 
dam at the Passe Dangereuse Rapids, 
on the Peribonka river, one of the 
streams feeding Lake St. John, and lo- 
cated 100 miles from the main site, will 
create a storage lake 40 miles in length 
and several miles wide. 

If the entire development is pushed 
to completion, as planned, slightly over 
two years after its inception it will con- 
stitute an all-time record for speed in 
such projects, and under difficulties 
which have seldom been encountered 
elsewhere. 

How much is the new power de- 
velopment going to cost? Bearing in 
mind that it is being built under high 
cost war conditions and- in circum- 
stances where economy must be sacri- 
ficed for speed, one would expect costs 
to run abnormally high. Yet judged in 
relation to the volume of power to be 
developed this does not seem to be the 
case. The cost of the Shipshaw de- 
velopment including allied storage 
dams is expected to be about $66,000,- 
000 or $55 per horsepower of installed 
capacity. If we add in the $40,000,000 
cost of the Chute a Caron plant which 
will be largely retired from active serv- 
ice, the cost as a result of the new de- 
velopment would amount to $106,000,- 
000 or $88 per horsepower of actively 
used generating capacity. This com- 
pares with a cost of about $140,000,- 
000 for the Boulder dam power de- 
velopment which is considerably small- 
er in terms of generating capacity. The 
total cost of Shipshaw and Chute a 
Caron will amount to about $106 per 
horsepower of the minimum firm 


power to be developed under the most 
adverse water conditions. 


_ in mind that most steam 
electric plants cost at least $75 a 
horsepower to build and that some have 
run considerably higher, and that such 
plants are subject to relatively high la- 
bor and fuel costs from which Ship- 
shaw will be largely free, it is obvious 
that the latter represents an economi- 
cally sound development even when 
judged by normal standards. It should 
be able to develop power profitably at 
a very low rate, probably between one 
and two mills per kilowatt hour, even 
after allowing for capital charges. 

The necessity for the new plant at 
this time arose of course from the cry- 
ing demand for more and more alumi- 
num. Arvida on the Saguenay river 
is the chief center of the Canadian 
aluminum-refining industry. Before 
the war, the power plants on that river 
are reported to have had 150,000 horse- 
power of unused generating capacity. 
However, it is now a safe bet that 
every kilowatt hour which can be 
squeezed out of these plants is being 
absorbed by the aluminum refineries, 
and power is being diverted to these re- 
fineries from other sources, notably 
through the reduction of paper produc- 
tion. 

On the completion of Shipshaw the 
plants on the Saguenay will have an 
effective installed generating capacity 
of over 1,700,000 horsepower all of 
which and a great deal more besides 
will no doubt be used to refine the light 
metal. Bearing in mind that it requires 
3 horsepower of electrical energy 
operating for one year to refine a ton 
of aluminum, the Saguenay plants 
alone would be able to produce around 
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570,000 tons of the metal annually, an 
amount about equal to the total re- 
ported world production in 1938, the 
last peace-time year. 

Bauxite ore from British Guiana is 
brought by ship to New York. Then 
to foil the subs which lurk in the North 
Atlantic, it is, according to the Cana- 
dian press, brought up the Hudson 
river and Erie canal to Oswego, 


NX the beginning of the war the Alu- 
minum Company of Canada was 
the third largest producer in the world 
of the light metal, producing about 10 
per cent of the total world supply. The 
company doubled its production facili- 
ties during the first fifteen months of 
the conflict and since that time has in- 
creased them vastly more. It has re- 
duced its selling price for the metal 20 
per cent since the war began. These 
facts help to explain how Canada, ac- 
cording to a report in the Canadian 
press, is now able to supply 90 per cent 
of the aluminum requirements of the 
British Empire and how she is able to 
supply part of the aluminum require- 
ments of our own aircraft factories. 
Her present output of the metal is now 
probably pretty close to our own, and 
on the completion of the new Shipshaw 
plant she may very well go into first 
place among the nations of the world. 

Who will own the new plant and how 
is it being financed? Title will rest with 
the Aluminum Power Company 
Limited, a wholly owned subsidiary of 
the Aluminum Company of Canada. 
Part of the funds to build the new 
plant, as well as other facilities of the 
Aluminum Company, came from pay- 
ments in advance against future de- 
liveries of aluminum to the United 
States, British, and Australian govern- 
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ments. These payments totaled $93. 
000,000 and a considerable part of the 
metal for which they were made has 
already been delivered. The greater 
part of the total of such deliveries js 
scheduled to be made before the end of 
1944, In addition the British govern- 
ment purchased $55,600,000 of 3 per 
cent notes of the company to be can- 
celed against deliveries of aluminum 
over a 20-year period. In case of can- 
cellation of metal purchase contracts re- 
payment of advances is not required. 

It may be noted that this great new 
power development will reside within 
the framework of the private enter- 
prise system. This may be mildly com- 
forting to American holders of securi- 
ties of Canadian utilities who would 
prefer not to have any potential TVA’s 
sprouting in their field. 


Wm will be the likely postwar 


effects of this large new develop- 
ment? Will it mean a probable redun- 
dancy of power resources in that part 
of the world? This might be true for a 
time, at least during the period of re- 
adjustment. For a time it might create 
considerable apathy in Canada toward 
the potential development of the St. 
Lawrence river. For it must be borne 
in mind that the power resources of 
eastern Canada are now largely pooled 
through a grid system. Saguenay river 
power may be relayed southwestward 
in the direction of Montreal ;and power 
generated in the Montreal area, notably 
at Beauharnois on the St. Lawrence, 
may be relayed westward toward 
Toronto. The present Beauharnois 
capacity of 650,000 horsepower can be 
very greatly increased by dredging and 
the installation of more generators. 
Public and private power interests in 
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CANADA’S WAR-BORN HYDROELECTRIC GIANT 


Canada as in the United States are 
arning to work together under stress 
of war. It is not likely that until all ex- 
cess power wherever generated is on 
the point of absorption that Canada will 
want to proceed with the harnessing of 
the international section of the St. 
Lawrence, except possibly as a public 
works measure to alleviate unemploy- 
ment. Incidentally, Shipshaw was a 
much more economical development 
than the St. Lawrence probably would 
have been. 

Also the aluminum people do not 
seem to fear a power surplus after the 
war. With a tremendous amount of 
cheap power available on the Saguenay 
they have visions of being able to bring 
the price of aluminum substantially 
lower than the price of copper. If this 
really happens the former metal might 
be able to replace gold as a prime ele- 
ment in Canada’s balance of payments 
with the rest of the world, and most 
particularly with the United States. 


— some of the advocates of 
public power in this country have 
been trying to stir up criticism of 
Shipshaw, inferring that it was pro- 
ceeded with while public power devel- 
opments in this country were being 
held up for want of materials. In this 
they have been abetted by a well-known 
columnist who has never been known 
to sacrifice sensationalism for accu- 
racy when a choice had to be made be- 
tween the two. In answer to such criti- 
cisms it may be said that the Shipshaw 
development would probably have been 
built regardless of United States par- 
ticipation. Equipment going into the 
plant was largely built in Canada and 
it has not been Canada’s custom in the 


past to ask our permission whenever 
she chose to harness one of her rivers. 
And Canada as the chief supplier of 
aluminum to the British Empire 
needed more capacity. 

Our financial participation accom- 
plished several things. It insured us a 
large supply of aluminum at the going 
rate in this country; namely, 15 cents 
a pound. Our side of the transaction 
was specifically concerned with the 
purchase of aluminum, not the financ- 
ing of a power plant. It helped Canada 
solve her exchange problem with this 
country, enabling her to pay for ma- 
terials and supplies purchased here to 
go into her war production. Without 
such aid in solving her exchange prob- 
lem Canada’s war production might 
have slackened as she is determined 
not to accept Lend-Lease aid from the 
United States. 

Also, as previously explained, there 
were physical factors to be considered. 
Because of previous development on 
this site and the nature of the site, it 
was possible to develop a _ record 
amount of power ina record shortness 
of time. Also for reasons explained 
above this will be largely firm power, 
always available. These are vital con- 
siderations in time of war. We can all 
recall the time a year ago last summer 
when our own aluminum production 
was threatened because the water flow 
at TVA and other southeastern dams 
was reduced to a trickle. This has 
never happened on the Saguenay. 
These are the factors which favored 
the development of Shipshaw at this 
time as compared with alternative 
power sites, factors which most critics 
of the Saguenay project have chosen 
to ignore. 





557 


APR. 29, 1943 





Wire and Wireless 
Communication 


E teeny new utility orders, U-3, U-4, 
and U-5, relating to telephone and 
telegraph materials and equipment, were 
issued April lst by the War Production 
Board. 

U-3 replaced Preference Rating Order 
P-130, which was revoked on April 1st, 
U-4 replaced Order P-132, and U-5 
superseded General Conservation Order 
L-148, which also was revoked. Purpose 
of the new orders was to bring controls 
over communications equipment and 
supplies in conformity with the Control- 
led Materials Plan. 

A rating of AA-1 was assigned to op- 
erators of telephone systems for ma- 
terials, other than controlled materials, 
required for maintenance, repair, and 
operating supplies by Order U-3. CMP 
allotment symbol MROU, accompanied 
by a certification as set forth in the order, 
may be used to acquire controlled ma- 
terials for two purposes: maintenance, 
repair, and operating supplies, and for 
necessary new construction on war proj- 
ects. The rating assigned to the project 
may be extended to communications 
supplies. 

U-4 is a companion order to U-3 and 
covers maintenance, repair, and operat- 
ing supplies for telegraph companies. 
The CMP allotment symbol cannot be 
used, however, for construction on war 
projects. 

U-5 limits the transfers of wire com- 
munication equipment, either telegraph 
or telephone, to ratings of AA-5 or high- 
er, except for previously accepted orders. 
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There was some possibility that U-5 
might later be redesignated L-148, be- 
cause of some question as to whether the 
Office of War Utilities (which has au- 
thority to administer so-called “U” 
orders) had jurisdiction over telephone 
manufacturers under the terms of the 
original WPB orders setting up OWU. 
Such a change, if effected, however, 
would be merely a difference of label and 
the force and effect would be the same. 

The principal features of U-3, which 
supplants the former repair and main- 
tenance order P-130 for telephone com- 
panies, are as follows: 


(1) It improves the priority rating 
of telephone companies for purposes 
of obtaining materials for repair, 
maintenance, and operating supplies 
from AA-5 to AA-1, 

(2) It provides for a separate cer- 
tification of orders for repair, main- 
tenance, and supplies with respect to 
controlled materials by the use of the 
designation “MROU.” 

(3) It provides additional inventory 
restrictions in the form of a 60-day 
supply limitation of cable, wire, and 
strand. 

(4) It provides for the listing of 
surplus inventory items by operating 
companies on a special form, U-F5 
(formerly PD-538) which will be, in 
turn, listed by OWU with all telephone 
manufacturers to facilitate the ex- 
change and resale of equipment sup- 
plies between operating companies. 
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(5) It provides for the exclusion 
from inventory restrictions of poles, 
crossarms, and other noncritical in- 
stallations and equipment such as of- 
fice supplies, etc. 

(6) It forbids the extension of pref- 
erence rating under this order to ob- 
tain any more supplies during the 12- 
month period ending March 31, 1944, 
than were obtained (measured by dol- 
lar value) under similar orders placed 
for the same purpose during the 12- 
month period ending March 31, 1942. 

(7) Pending appeals on P-130 ap- 
plications expired March 31, 1943. But 
additional relief in such cases will be 
provided by OWU Communications 
Division. 


Bere companies have been ex- 
empted from the 60-day inventory 
restrictions of Controlled Materials 
Plan Regulation No. 2, and will be sub- 
ject to the restrictions which have been 
imposed on inventories in utilities order 
U-3, it was announced on April 1st. U-3 
is the newly issued order applicable to 
communications. 

The exemption from CMP Regulation 
No. 2, contained in Inventory Direction 
No. 1, applies to “operators” in the com- 
munications field to the extent that they 
are engaged in rendering telephone com- 
munication service (and such telegraph 
and teletype service as may also be con- 
ducted by them) within, to, or from the 
United States, its territories, or posses- 
sions. 


* * * x 


ies Weaver, national president 
of the Association of Communica- 
tion Equipment Workers, on April 11th 
said that union installers of the Western 
Electric Company, “who are employed in 
the telephone buildings throughout the 
country, may be the first to heed the 
strike call” of the National Federation 
of Telephone Workers. 

The office of the federation’s acting 
president, Joseph A. Beirne, issued a 
statement on April 10th declaring a 
“general tie-up of telephone communica- 
tions in the United States may material- 
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ize” if President Roosevelt’s executive 
order on wages bars adjustments of de- 
mands for increases by telephone work- 
ers. The Communication Equipment 
Workers, an independent union, is an 
affiliate of the federation. 

Weaver said the union has had a wage 
case pending before a panel of the War 
Labor Board since last October, but that 
no recommendation has been made. The 
union seeks general wage increases of 
$4 a week for approximately 6,000 em- 
ployees who now are earning an aver- 
age of $40 a week, Weaver said. In his 
statement Weaver said: 

The AFL and CIO, having representatives 
on the War Labor Board, have been able, 
through personal pressure, to get the board 
to take care of most of their problems, many 
of which were due to inequalities. 

Telephone workers and others represented 
by independent labor unions having no such 
representation on the board have been the 
forgotten men and women and have been 
shunted aside so that the AFL and CIO’s 
favored children could be given the inside 
track at the board. 

The current attempt to shut the door in 
the faces of workers not thus favored by 
the administration is the worst kind of an 
inequality itself. The assertion that there is 
no need to strike where a government agency 
has been created to take care of workers’ 
problems certainly does not apply here, par- 
ticularly since justice delayed has resulted in 
justice defeated. 


Weaver said that if the equipment 
workers struck, 175,000 members of the 
National Federation “will likewise go 
out in fulfillment of their pledge not to 
cross one another’s picket lines.” 

He said the union has 13 locals located 
in New York, Newark, Albany, Phila- 
delphia, Washington, Atlanta, St. Louis, 
Chicago, Cleveland, Detroit, Denver, 
Minneapolis, and San Francisco. 


T his home in Fairview, New Jersey, 

Beirne said D. C. McCowen, presi- 
dent of the Southwest Telephone Work- 
ers Union, Fort Worth, Texas, one of 
four of the federation’s unions which 
has voted an affirmative strike call, was 
in Washington and was expected in New 
York for a conference with federation 
officials last month. The union, Beirne 
said, has employees in Arkansas, Okla- 
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homa, Missouri, Texas, and Kansas. 

Beirne said he had heard from 11 
others of the 42 unions comprising 
the federation, but none of them had 
voted “a definite affirmative” strike call. 
He said Weaver was scheduled to leave 
for Detroit to discuss the proposed strike 
with members of his union there. 

“The lid could be blown off the whole 
thing in twenty-four hours,” Beirne 
said. “If someone in authority in a union 
out West, for instance, issued a strike 
call, I have no doubt the whole system 
would be tied up in twenty-four hours.” 

He said Washington representatives 
of the federation had instructions to see 
James F. Byrnes, economic stabilization 
director, “or someone else as soon as pos- 
sible,” to discuss the situation. 

In addition to the Southwest group 
and the equipment workers, Beirne said 
the other two unions which have voted 
affirmative strike calls are the National 
Association of Telephone Equipment 
Workers, a national organization of 29 
locals with headquarters in New York 
city, and an Illinois union with head- 
quarters in Chicago. 

The Illinois Federation of Telephone 
Unions, claiming a membership of 22,- 
000 workers, called upon the executive 
board of the National Federation of 
Telephone Workers on April 11th to 
“correct published statements regarding 
the intention or threat of a general strike 
in the telephone industry.” 


*x* * *K * 


bien Office of Civilian Defense has 
recently directed attention to the es- 
tablishment of war emergency radio serv- 
ice, otherwise designated by the war let- 
ters WERS—a new system of 2-way 
radio communication for civilian defense 
and other defense forces in local areas. 

The Federal Communications Com- 
mission has assigned to WERS a num- 
ber of frequencies, the more important 
being from 112 to 116 megacycles. With- 
in this range OCD recommends that op- 
eration be planned for three bands of 
several channels each. At need there 
would be available 14 distinct channels so 
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that there is no practical limit to the sys- 
tem’s flexibility. 

1. One band connects the local civilian 
defense control center with the district 
control center and so reinforces the com- 
munity’s outside communications. 

2. A second band connects the local 
control center with local fixed points 
such as wardens’ posts, fire houses, hos- 
pitals, public utilities, and industrial 
plants. 

3. A third band connects mobile forces 
like fire trucks and emergency medical 
teams with the control center. This band 
can also connect with walkie-talkies. 

WERS transmitters use a maximum 
of 25 watts input power, which gives an 
effective communicating range to civilian 
defense forces of approximately 10 
miles, the longest distance ordinarily 
necessary for this type of service. Trans- 
mission of this limited range cannot help 
the enemy. It is useless for direction find- 
ing or interception of messages. 

Three advantages were listed by the 
Office of Civilian Defense with respect 
to WERS: First its wide coverage, sec- 
ond its comparative invulnerability to 
disruption by enemy action or sabotage, 
third its 2-way contact with moving units 
through the use of “walkie-talkies.” 
WERS gives all local forces a continuous 
central command and allows them to be 
shifted from one location to another 
without returning to the base. 

Walkie-talkies are small portable 
sending and receiving sets carried by the 
defense forces. By means of these sets 
an incident officer or a fire chief or chief 
of any emergency unit can direct his 
squads easily and quickly from a vantage 
point at the scene of disaster. 


"7 new emergency radio system is 
of direct use to many strategic cen- 
ters and installations in the community, 
such as hospitals, industrial plants, rail- 
road yards, docks, bridges, and public 
utilities. Its importance to these points 
appears in the following representative 
cases : 


1. Industrial plants. Calls to an in- 
dustrial plant give air-raid warning, 
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advise the plant’s defense codrdinator 
of latest developments during a raid, 
confirm calls for emergency units and 
indicate the help coming, and advise 
in the operation of the plant’s own 
emergency forces. Calls from an in- 
dustrial plant summon emergency 
medical teams, rescue units, fire and 
police forces, demolition squads, and, 
at need, decontamination units. Large 
industrial plants can use walkie-talkies 
to reach plant protection volunteers in 
outlying sections of the plant or in 
separate buildings or defense posts. 

2. Hospitals. It is crucial to know 
during a raid exactly what beds are 
available and what operating rooms 
are free in the casualty receiving hos- 
pitals of a community, and to direct 
casualties rapidly to available facili- 
ties. If telephones go out, the control 
center can still keep a complete pic- 
ture of the hospital situation by 
WERS. By use of the new system, 
ambulances can be loaded and dis- 
patched effectively because -the control 
center is in communication both with 


hospitals and with the incident officers 
and incident medical officers. Mobile 
medical teams can be directed from 
point to point without returning to 


their bases. If the hospital facilities 
of an area become overtaxed, the radio 
channel to the district headquarters 
can arrange for reinforcing hospital 
facilities. For hospitals, WERS is a 
communication asset whose value is 
written in terms of saved lives. 


Thousands of volunteers are helping 
set up the new WERS system. Ama- 
teurs otherwise banned from the air are 
today helping to build and operate thou- 
sands of 2-way stations needed through- 
out the country. 

All the defense personnel who will op- 
erate the newly constructed stations must 
be trained, and each one specifically who 
will operate a station must obtain a per- 
mit from the FCC. This permit is not 
hard to get—after training, it means the 
passing of an elementary FCC test. 
Many defense councils have organized 
classes in WERS operation. 
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NDER OCD’s recommended plan, 
blanket licenses are obtained from 
the Federal Communications Commis- 
sion for all the civilian defense radio sta- 
tions within one area of operations. Thus 
one WERS system covers a district 
warning area, and the equipment and op- 
erators of the entire district are avail- 
able to any stricken community. This 
prevents “freezing,” for under law, op- 
erators in one separately licensed com- 
munity cannot work in any other unless 
they bring equipment with them. 
Licenses are issued only to municipal 
or local governments, such as cities, 
towns, townships, or counties. They are 
not issued to police departments, fire de- 
partments, or defense councils as such. 
WERS can be used not only for war 
emergency but for other catastrophes af- 
fecting civilian life, such as fire, flood, 
and hurricane. 
* * *K X* 


ABORATORIES working on radio prob- 
lems for the Army or Navy here- 
after will be able to get from a central 
source of supply the critical electronic 
components not quickly available in com- 
mercial channels, the War Production 
Board announced on April 3rd. The Elec- 
tronic Research Supply Agency has been 
formed by the Defense Supplies Corpor- 
ation at the request of the armed serv- 
ices, the Office of Scientific Research 
and Development, and WPB to supply 
research men with the electronic com- 
ponents vital to their work. 

It was pointed out that the laboratories 
of the universities, industrial companies, 
the government, and others are develop- 
ing countless radio devices and perfect- 
ing old ones which, in time, will become 
new weapons of the armed services. A 
central source for electronic parts will 
expedite their work. 

Operating without profit, the agency 
is managed by an executive committee 
on which the Army, the Navy, and other 
government agencies are represented. 
Active operations were expected to start 
in about three weeks. 

Its offices and stock rooms will be lo- 
cated in New York city. 
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Cities Service Company 


(Fourth in a series of descriptions of 
holding companies. ) 


Gees Service Company, whose con- 
solidated balance sheet places it in 
the billion dollar class, is a hybrid oil- 
gas-utility holding company. Detailed 
figures on system revenues have not been 
issued since 1940, but in that year gross 
revenues were divided about as follows: 
crude and refined oils, 57 per cent; nat- 
ural gas, 18 per cent; electricity, 22 per 
cent ; manufactured gas, 1 per cent; mis- 
cellaneous services and rentals, 2 per cent. 

Thus, on the basis of revenues, the 
electric end of the business is in a 
minority position while the natural gas is, 
to some extent, tied in with the oil in- 
terests. The principal subsidiaries con- 
tribute to system revenues about as fol- 
lows: 


Oil and Gas 
Cities Service Oil 
Empire Gas & Fuel 
Gas Service Co 
Kansas City Gas 
Arkansas Natural Gas 
Utilities 
Cities Service P. & L 
Consolidated Cities L., P. & T... 
Republic Lt. H. & P 


Cities Service Power & Light revenues 
are in turn obtained about as follows: 

Federal Light & Traction system.. 14% 

Ohio Public Service 20 

Public Service of Colorado 

Toledo Edison 


Including the Federal Light & Trac- 
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and 
Comment 


By OWEN ELY 


tion holding company system, Cities 
Service Power & Light controls some 31 
operating companies with properties 
scattered through 14 states and Canada. 
The system virtually spread-eagles the 
country—from the Atlantic to’ the 
Pacific, from the Mexican border to 
Canada—though operations for the most 
part are concentrated in Colorado, Ohio, 
Tennessee, and Missouri. It is obvious, 
therefore, that conformity with the geo- 
graphical restrictions of § 11 may prove 
difficult. 

The grandfather clause is also a prob- 
lem, as indicated by the following rela- 
tionships: 

Cities Service Company 

Cities Service Power & Light Company 
Federal Light & Traction Company 
Central Arkansas Public Service Corp. 
Citizens Electric Company 

As regards capital simplification, some 
progress has been made. Empire Gas & 
Fuel was recapitalized last year, dispos- 
ing of preferred arrears. Cities Service 
Power & Light cleared up all its pre- 
ferred dividend arrears (accumulated 
during 1932-38) in 1939-41, has been 
rapidly reducing bonded debt, and seems 
likely to maintain regular dividend pay- 
ments. While Cities Service Company 
has large arrears on its own three pre- 
ferred stocks ($3 was paid on the $6 
first preferred in 1941, but no payment 
was made in 1942), cash on hand plus 
anticipated 1943 earnings should more 
than cover current liabilities and dividend 
arrears, it is estimated. The company 
now has over $36,000,000 cash assets 
compared with about $8,000,000 current 
liabilities. 

Cities Service has devoted its income 
to reduction of bonds and preferred 
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stocks, about 40 per cent (over $135,- 
000,000 par value) having been retired in 
the past twelve years. It appears likely 
that this process has been slowed down 
somewhat by the SEC rules, which per- 
mit only 2 per cent of any issue to be re- 
acquired annually without special per- 
mission. The company is one of the few 
holding companies to reduce an unwieldy 
number of common shares. While the 
stock was split 20 for 1 in two steps dur- 
ing the 1920’s, the process was reversed 
in 1938 by issuing one share in place of 
ten. 

Earnings on the $6 preferred and the 
common stock have been as follows in 
recent years: 


:ear 

Ended Earned on $6 Pfd. Earned on Common 
Dec.31 Consol. Parent Consol. Parent 
1942 $30.17 $449 $ 3.62 

1941 25.41 8.72 2.90 
1940 17.62 12.03 1.72 
1939 6.49 i 
1938 6.69 

1937 4.42 

1936 4.67 

1935 6.51 

1934 3.49 

1933 ; 
1932 


D—Deficit. 


4.71 


Parent company income is very largely 
obtained in the form of interest, the divi- 
dends on preferred and common stocks 
of subsidiary companies constituting only 
about 14 per cent of the total in 1942. 
Fixed charges on its own bonds absorbed 
the greater part of parent company in- 
come. 


yim SEC has been conducting hear- 
ings in integration proceedings in- 
volving Cities Service Power & Light 
Company and its subsidiaries under § 
11(b) (1); the similar hearings for 
Cities Service Company have been com- 
pleted. The annual report states: 


Cities Service Company desires to dis- 
pose of its public utility interests to the ex- 
tent which may be necessary to enable it to 
secure an exemption from all the provisions 
of the act, in order that the company may be 
free to conduct its much larger oil, whole- 
sale gas, and other nonutility businesses free 
from regulation to which competitors in 
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those businesses are not subject. The dispo- 
sition of these public utility interests how- 
ever, without sacrifice of important values 
has been and is difficult under present un- 
usual conditions. 


The company also believes that no use- 
ful purpose is accomplished by current 
proceedings under 11 (b) (1) and other 
sections of the act, and forcefully states 
that “it is also believed that § 11 of the 
Public Utility Holding Company Act is 
unnecessary to any of the regulatory 
purposes of the act and, if enforced as 
presently interpreted by the commission 
in other cases, will result in the destruc- 
tion or impairment of securities values, 
and that the repeal of this section should 
be considered by Congress.” 

Cities Service Company’s securities 
have made substantial price gains in the 
past few months; the 5s of 1966 are 
around 96 compared with last year’s low 
of 744, the preferred at 75 compared with 
27, and the common at 8 (recently 93) 
compared with 24. 


¥ 


North American Company 
Appeals to the Supreme Court 


wi Hu American Company has taken 
its litigation over constitutionality 
of § 11 to the Supreme Court. Discuss- 
ing the powers of Congress, the brief 
filed by counsel for the company stated : 


If the vague, general, and equivocal ref- 
erences to interstate commerce in § 1 of the 
Public Utility Holding Company Act were 
held sufficient to justify the sweeping re- 
quirements for compulsory divestiture of 
property which are contained in § 11 (b) (1) 
as a proper exercise of the commerce power, 
it is impossible to fix limits to its scope. Con- 
gress would equally be authorized to fix the 
number of factories that an industrial con- 
cern might be permitted to have, or the num- 
ber of branch stores that a mercantile estab- 
lishment might maintain, the locations there- 
of, the permitted number, character, and 
residence of their personnel, etc. A concep- 
tion of Federal power as including control 
of the ownership of property to promote the 
general welfare, and regardless of the exist- 
ence or absence of an effect on interstate com- 
merce, would read out of the Constitution 
the limitation that congressional action 
under Article I, § 8, clause 3, must be in regu- 
lation of interstate commerce. 
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Discussing a deprivation of property 
involved in the death sentence, the brief 
pointed out: 


. .. the functions of the holding company, 
in the case of North American, are to pro- 
vide a diversity of investments in sound, 
metropolitan operating utilities located in 
different parts of the country, where local 
economic and business conditions affecting 
earning power from year to year vary and 
where local rainfall conditions affecting the 
production of hydroelectric power vary; and 
to provide a supervisory investor manage- 
ment responsible to the stockholders for see- 
ing that competent operating managements 
are maintained in charge of the operations 
of the utility properties, and that the sub- 
sidiary companies and local properties are 
soundly financed and have available the 
necessary capital and the best of technical 
facilities in order to meet the growing needs 
for electric power of the communities which 
they serve. 

To break up the North American Com- 
pany by requiring it to divest itself of all its 
assets except one property is to destroy very 
real and important elements of value, re- 
gardless of whether the break-up can be 
effected by distribution of assets, as against 
enforced liquidation of assets. . . . That 
break-up, that divestment, of itself consti- 
tutes a very real destruction of values and 
deprivation of property, regardless of the 
technical steps and methods employed in 
carrying it out. 


The brief pointed out that in the case 
of North American, the company has 
never been cited for such abuses or evils 
as were discussed in the reports of the 
Federal Trade Commission or the House 
Committee on Interstate and Foreign 
Commerce, which are referred to in § 1 
(b) of the act. 

It is further argued that a “distribu- 
tion in kind” could only be carried out 
after the bonds and preferred stocks had 
been paid off and the latter steps would 
require sale of securities sufficient to 
realize over $100,000,000 cash. Any 
such large-scale liquidation of invest- 
ments at this time would mean substan- 
tial sacrifice. It is pointed out that the 
British owners of Viscose Company, in 
1941, were indemnified by the British 
government for the forced sale of their 
stock in the American market to produce 
dollar exchange, the government giving 
owners an additional amount equal to 
that realized in the market. 


United Light & Power Decision 


. ie long-awaited United Light & 
Power decision was released by the 
SEC April 6th, a vigorous dissenting 
opinion being issued by Commissioner 
Robert E. Healy. The majority decision 
decreed that common stockholders should 
receive 5.48 per cent of the assets as 
compared with 8.8 per cent proposed in 
the plan submitted last July by the com- 
pany. As amended, the plan provided 
for exchange of five (instead of six) 
shares of United Light & Railways com- 
mon stock for each share of United Light 
& Power preferred, and one share of 
Railways common for twenty shares of 
Power common. The par value of the 
new stock will be $7, and there will be 
3,173,838 shares outstanding (instead of 
the present 708,520 shares of $35 par). 

In permitting a “token” value for the 
common stock in the neighborhood of the 
percentages previously allowed in the 
Community Power and Federal Water 
cases, the majority opinion differentiated 
between the rights of a bondholder whose 
principal claim would mature at some 
future date, and that of a preferred 
stockholder, whose investment does not 
mature during the life of the company 
and whose status is somewhat that of a 
senior partner in the enterprise. While 
it is true that he has a prior claim on the 
assets (including arrears of unpaid divi- 
dends), the possibility remains that at 
some future date asset values and earn- 
ings will recover to the point where the 
holder of the common stock (the junior 
partner) would enjoy some legitimate 
equity. 


L igebtleieben ge cate the absence of 
apparent value for the common 
stock at this time, the commission said: 


. .. in our view, it is not inconsistent with 
the bankruptcy and equity precedents to con- 
clude that in reorganization or liquidations to 
comply with § 11, stockholders affected 
should be given participations according to 
their contractual or other rights determined 
as though in a continuing enterprise, and that 
the process of compliance with the statute 
should not be permitted to mature liquida- 
tion preferences. ... se 
This process of improvement of position 
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must not be permitted to destroy any legiti- 

mate interests of the common stock, or 

present a windfall to any senior security. 

Where such an inequitable result would be 

reached by borrowing bankruptcy techniques 

for assessing the claims involved, we must 
reject bankruptcy techniques as inappro- 
priate under the circumstances. 

Commissioner Healy, on the other 
hand, was opposed to any deviation from 
the liquidating rights of the preferred 
stockholders, contending that the plan 
was “not a matter of administrative grace 
or the uncontrolled discretion of the com- 
mission. ... The legitimate value of Rail- 
ways’ common falls so far short of the 
daims of Power’s preferred that it isn’t 
even close. Indeed, it is my conviction 
that the common’s investment in Power 
was lost years ago, before the passage of 
the Holding Company Act.” 

The commission ordered counsel to 
make application to a Federal court to 
enforce the terms of the plan, pursuant 
to the provisions of § 11 (e) of the act 
and in accordance with the provisions of 
subsection (f) of § 18. The company 
had already agreed to the commission’s 
modifications of the original plan on 
April 2nd. 

United Light & Railways preferred 
has enjoyed a very substantial advance 
from last year’s low of 104 to the recent 
high of 44 (now around 40). About half 
of the recent advance from around 25 
appeared due to the favorable earnings 
statement for 1942 ($11.44 a share com- 
pared with $6.10 in 1941), while the re- 
mainder apparently resulted from an- 
nouncement of the SEC decision. The 
earnings statement reflected a gain in 
gross of about 19 per cent; and while 
Federal taxes increased some 57 per cent, 
the company probably benefited by 
special provisions of the 1942 tax law. 


¥ 


Taxes 


Dapegpen sa Edison is one of the 
few utility companies which in- 
cludes in its annual report comprehensive 
data on its tax payments. Other com- 
panies might well follow the example. 
The 1942 report gave detailed 3-year 
comparisons describing the twenty 
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separate taxes paid by system companies 
—eight local, six state, and six Federal. 
The report pointed out that 1942 taxes 
amounted to 37 per cent more than was 
paid to all security holders, “whose 
money made the enterprise possible.” 
Taxes were equivalent to 24.6 cents out 
of each dollar of revenue, $5.61 a share 
on the common stock, $16.09 per meter 
served, and 86 per cent of total payments 
to employees. 

In the hearings on the 1942 Revenue 
Act before Congress, the company filed 
a statement stressing the point that regu- 
lated utilities do not have true excess 
profits and therefore should not be sub- 
jected to excess profits taxes. 


¥ 
Refunding Operations Revived 


OLLOWING an interval of several 
months in which utility financing re- 
mained at low ebb, refunding operations 
have now been resumed. On March 29th 
a banking group headed by Halsey, 
Stuart & Co. (who had secured the issue 
by competitive bidding) offered $20,- 
500,000 Public Service Company of New 
Hampshire first A 34s due 1973, at 108. 
On April 2nd, $52,000,000 Puget 
Sound Power & Light first 44s of 1972 
was offered at 104} by a syndicate 
headed by Stone & Webster and Blodget, 
Lehman Bros., and Halsey, Stuart & Co. 
(two competing groups having merged 
to make one bid for the bonds). Puget 
Sound also has a recapitalization plan 
before the SEC, which has received ten- 
tative approval. The commission re- 
served jurisdiction to reconsider the plan 
after terms and conditions of the re- 
financing had been determined. The com- 
mission wished to reopen the record to 
take evidence in connection with the price 
and spread of the bonds, and the savings 
to be effected from the financing. 
Public Service of Indiana proposes to 
sell $38,000,000 “E” mortgage 33s due 
1973 to refund the same amount of 4s 
due 1969. The financing is expected 
about the middle of May, and would com- 
plete the last step of a financing program 
initiated in October, 1941. 
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“Knowledgeable Holders” 


HE SEC on March 13th gave Com- 

monwealth & Southern’s subsidiary, 
Transportation Securities Corporation, 
permission to sell 5,000 shares of Spring- 
field Transportation Company common 
stock to two banking houses, A. C. Allyn 
& Co., Inc., and Equitable Securities 
Corporation. As payment for the stock 
the two firms are to tender 18,000 shares 
of Commonwealth & Southern preferred 
stock, on which they have secured options 
from present holders. Thus the stock 
would eventually reach Commonwealth 
& Southern for cancellation, permitting 
reduction of the outstanding preferred 
shares by about 1.8 per cent. 

While the transaction is a relatively 
small one, it is interesting as an excep- 
tion to the commission’s usual policy re- 
garding acquisition of senior securities 
by open market purchases for retirement 
(such permission having been granted in 
some cases and denied in others). In the 
present case, the commission was assured 
by a representative of the banking houses 
that purchase of the preferred stock 
would be made only from “knowledge- 
able owners,” such as investment trusts 
and institutions, who are presumably 
well informed on market conditions—as 
distinct from the “widow and orphan” 
type of investor who might be tempted to 
sell his investment too low in relation to 
present or potential liquidating values. 
(See discussion in this department, April 
Ist issue, page 428.) 

This would seem to reflect a moderate 
concession by the SEC. But it would be 
impracticable to retire any very substan- 
tial amounts of holding company senior 
securities by obtaining options from 
“knowledgeable owners.” Frequently, 
moreover, market conditions would 
change before the commission could ren- 
der a decision and the options be exer- 
cised. 

However, the transaction seems to 
point a moral. If investors’ ignorance is 
the principal bar to security retirements 
by the tender or open market purchase 
methods, would it not be possible to pre- 
sent a prospectus to each stockholder, as 


is done with a new security offering? In 
that event, the argument that ignorant in- 
vestors might be mulcted or misinformed 
should be adequately taken care of. 

Isn’t the question of “tenders” worthy 
of further consideration? The railroads 
have been permitted by the courts and 
by Washington to use this method of 
debt retirement. Is there any real dis- 
tinction between the case of the rail- 
roads and that of the utilities? 


¥ 


Georgia Proposal to Tax Federal 
Power Projects Vetoed 


EORGIA Power Company (Common- 

wealth & Southern subsidiary) in 
1929 began constructing the Furman 
Shoals plant on the Oconee river but dis- 
continued this a year later. Before re- 
suming work, the company recently de- 
cided that, in view of current broader in- 
terpretation of the Federal Power Com- 
mission laws by the Supreme Court, it 
might be advisable to obtain a Federal li- 
cense. 

It has been unofficially reported that 
the Federal Power Commission tenta- 
tively offered a license to the company 
with the stipulation that the government 
could take over the company’s holdings 
in Georgia at any time, on payment of 
the market value of the holdings. (The 
Federal Power Commission law limits 
the period of a Federal license to fifty 
years, after which date the United States 
can take over and operate the licensed 
project, paying the amount of the net in- 
vestment.) Whatever may have been the 
offer made by the FPC to the company, 
members of the Georgia legislature heard 
about the proposal and a bill was intro- 
duced which proposed to tax Federal 
agencies competing with private enter- 
prises in Georgia, on the same basis as 
private business is assessed. The meas- 
ure passed the house by a vote of 120 to 
0, and the senate by 34 to 12, but was 
vetoed by Governor Arnall on March 
22nd. 

The governor did not give any reasons 
for his veto. 
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Federal and Canadian Power 
Arrangements Receive Criticism 


ese are that so-called “milk- 
ing machine” tactics so vigorously 
condemned by public power advocates in 
the early development of American pow- 
er utilities are showing up—of all places 
—right in the field of public power enter- 
prise. Two examples of what may be 
the beginnings of new techniques (or, at 
least, new mechanics for an old tech- 
nique) in manipulating public power en- 
terprises have been given an airing re- 
cently. Perhaps the most important from 
a national standpoint are revelations from 
the record of a Federal Power Commis- 
sion hearing held in Washington early this 
month, involving an appeal of the Wash- 
ington Water Power Company of Spo- 
kane, Washington, from the order of the 
commission directing it to make available 
to the Bonneville Administration trans- 
mission and transformer facilities to 
service a government hospital and an 
Army camp at Spokane. 

Representative J. William Ditter, Re- 
publican of Pennsylvania, took the 
floor in the House of Representatives to 
cite the record in the Power Commis- 
sion case “as an outstanding example of 
bureaucratic sabotage which is the basis 
of a lack of confidence in the national ad- 
ministration.” Representative Ditter 
said the FPC record in this case showed 
the commission had dismissed as irrele- 
vant and immaterial to the case the facts 
about the Clark County (Washington) 
Public Utility District. 

“Here is an outstanding case of a po- 
litical parasite sucking the life blood of 
our war effort with the collusive knowl- 
edge of at least three Federal bureaus, 
the Bonneville Administration, the Fed- 
eral Power Commission, and the Federal 
Housing Administration. Inasmuch as 
the President’s directive of October 22nd 
is intended to prevent such abuses, the 
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Federal Power Commission must accept 
full responsibility for its continuance,” 
he said. 


H°* said the facts—“unchallenged by 
the Federal Power Commission’— 
were: 


The Clark County Public Utility District 
is located at Vancouver, Washington. It is 
a political dummy just like dummy corpora- 
tions. Its physical assets consist of a little 
office furniture and exactly two—I said two 
—electric power meters worth not more than 
a few hundred dollars. 

Located in Vancouver is a huge Federal 
Housing Administration project. 

Bonneville Power Administration has run 
a high-tension power line along the north 
bank of the Columbia river from Bonneville 
dam, 40 miles upstream, directly to and 
through the city of Vancouver where the 
power line crosses over to the city of Port- 
land in Oregon. This dummy political cor- 
poration, the Clark County PUD, has a 
wholesale contract with the Bonneville 
Power Administration and a resale contract 
to the Federal Housing Administration to 
supply power to this FHA project. It sits in 
between, arbitrarily, as a middleman render- 
ing absolutely no service, and collects the 
difference between the wholesale and the re- 
sale price, a matter of some $50,000 annual- 
ly, which is diverted into its coffers. Who 
gets what from this kitty might make juicy 
reading. Suffice it to say that the army of 
lobbyists representing such public utility dis- 
tricts here in Washington last summer ap- 
peared to have a pecuniary interest at stake. 


Representative Ditter went on to say 
that this was not the only instance. He 
said the Umatilla County Rural Electric 
Cooperative buys power from Bonne- 
ville at wholesale rates, provides no serv- 
ice, and as a middleman collects the dif- 
ference between wholesale and_ retail 
rates in the transfer of power from Bon- 
neville to the United States Army Ord- 
nance Dump at Hermiston, Oregon. At 
the hearing the commission dismissed 
this fact as irrelevant, he said. 
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The Representative contended there 
must be at least one committee of the 
House with power and authority to in- 
vestigate “these scandals” and to find out 
what “political protégés of the New Deal 
are secretly hooked on to the gravy train 
of this totally unnecessary war expendi- 
ture.” 


ISCUSSING the hearing involving 

the merits of the Washington 
Water Power Company Case itself, Rep- 
resentative Ditter pointed out the FPC 
claimed its order of February 15th di- 
recting the company to furnish trans- 
mission line facilities was based on a 
claim that Bonneville power rates are 
cheaper than those of the Washington 
Water Power Company. 

He said counsel for the company pre- 
sented evidence to show that 42 per cent 
of its gross revenues from any contract 
from the two war projects in Spokane 
would revert to the Federal government 
as the normal corporate income surtax. 
The company counsel urged.that in mak- 
ing a comparison of the sale of power 
by a Federal agency to another Federal 
agency as against the sale of power 
from a private agency to a Federal 
agency, the factor of a return to the Fed- 
eral government in the form of taxation 
was a relevant and material fact in 
evaluating the ultimate cost to the Fed- 
eral taxpayer and to the Federal Treas- 
ury. 

Representative Ditter then quoted 
Frank A. Hampton, chief trial examiner 
for the FPC, presiding at the hearing, 
as saying “this commission has no par- 
ticular duties with respect to the levying 
and collection of taxes—certainly not 
as to the income tax. . . . The presiding 
officer’s view about that matter is that 
the commission will stay within its own 
field and not wander out in remote and 
far explorations of what the conse- 
quences in the field of government taxes 
may be of any action which it may take.” 


Bye upon the position taken 
by the trial examiner with respect 
to the tax question, Representative Dit- 
ter said: 
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In effect, this people’s court trial examinef 
obediently followed the New Deal party 
line. Any jack-legged sophistry to justify 
New Deal objectives, whether they be right 
or wrong. Forty-two per cent of the private 
enterprise contract would be returned to the 
Federal Treasury in taxes. But, in passing 
upon the question of which rate would be 
cheaper, tax-free Bonneville power was de- 
cided upon as the cheaper without any con- 
sideration whatever of the tax factor. 

By this ruling, the commission serves no- 
tice on private enterprise that the tax laws 
of the country are too complex for it to take 
into account in reaching a decision. It arro- 
gantly announces that a comparison of costs 
can be made—that a fair and just and equi- 
table conclusion can be reached—without giv- 
ing any consideration to an item representing 
42 per cent of the gross revenue of one of the 
parties before it. The private company’s 
revenue is depleted by more than two-fifths 
as a result of Federal taxation, and yet this 
quasi judicial body refuses to permit the in- 
troduction of evidence to prove the fact. Can 
such conduct be conducive to a confidence on 
the part of our people that personal rights 
and private property still enjoy the protec- 
tion of the law? 

By this ruling, the commission takes the 
position that the subject of Federal taxation 
—what a private company may pay to the 
Federal government—is, to use the words of 
the commission, outside of its field. Why, 
I ask, make a hollow mockery—a sham— 
a masquerade of a public hearing by a ruling 
such as this? The commission is to hear 
the facts—all the relevant and material facts 
to an issue—and yet it rules that what be- 
comes of 42 per cent of the revenue of one 
of the parties to that issue is so remote that 
the commission cannot follow it. I submit, 
this is authority running riot. 


He concluded that the FPC, by the 
record of its own hearing, had winked 
at “open and scandalous violations” of 
the President’s directive of October 
22nd, which empowered the FPC to re- 
negotiate any power contracts which ap- 
peared to be unreasonable and to order 
the delivery of power to war plants from 
the cheapest available source of genera- 
tion, public or private, over such trans- 
mission and transformer facilities as are 
available, whether they are public or 
private. 

Also, he said, it has persecuted a private 
utility in forcing it to accept a contrac- 
tual violation of its written agreements 
with the Bonneville Administration “by 
a double talk refusal to take cognizance 
of the very vital element of Federal tax- 
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ation in considering the cheapness of a 


power rate.” 
I“ replying to Representative Ditter 
in a statement released for publica- 
tion on April 12th, the Federal Power 
Commission objected principally to the 
Pennsylvania Congressman’s charge 
that it had sought to impose a secrecy 
“gag” on its hearings involving the 
Washington Water Power Company on 
April 5th and 6th. 

As a matter of fact, the charges dis- 
cussed by Representative Ditter had 
been developed in open session. The 
commission did go into executive ses- 
sion upon agreement of counsel for all 
parties with respect to the taking of tes- 
timony regarding the detailed nature of 
electric power operations in the North- 
west—a matter admittedly subject to re- 
strictions for purposes of military se- 
crecy. At the executive session, repre- 
sentatives of the press and trade jour- 
nals were present, subject to the pre- 
vailing rules of censorship governing 
such matters during war time. 

The FPC statement of April 12th did 
not, however, directly refute Represent- 
ative Ditter’s charge that the Clark 
County Public Utility District was col- 
lecting a considerable amount of profits 
from its function as intermediary con- 
tact between Bonneville wholesale power 
and the Federal housing project in that 
area. The FPC simply pointed out that 
the Federal Housing Administration con- 
tracts had been entered into five months 
before the President’s directive of Octo- 
ber 22, 1942, and were still subject to re- 
view by the FPC as soon as the oppor- 
tunity for going into them occurred. 

The commission observed that the 
emergency contracts for service to new 
war plants must be given precedence 
with respect to FPC review of existing 


contracts. 

KS pies second indication of possible 
new approaches to the “milking ma- 

chine” technique in public power de- 

velopment comes from Texas, where a 

state senator introduced a resolution 

calling for an investigation of the Brazos 
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River Codperative, which he charged had 
been used as a “pipe line to drain off a 
large amount of revenues of the Brazos 
River District for salaries and fees,” 
Power had been made available by com- 
pletion of the Possum Kingdom dam on 
the Brazos early in 1941, and an agree- 
ment was entered into between the dis- 
trict and the cooperative under which the 
latter would have paid not to exceed 
$204,000 a year for the output of the 
dam. 

Previously the Brazos River District 
had an offer from a private utility com- 
pany to buy the power for $288,000 a 
year, the senator said. He saw in the 
contract which was finally approved by 
the district and the codperative a dona- 
tion of $84,000 a year for twenty-five 
years to the Brazos River Cooperative. 

This investigation was given impetus 
by a previous investigation ordered by 
the Texas house into charges by a tax- 
payers’ league that in 1942 the city of 
San Antonio had paid some $5,000,000 
more for the San Antonio Public Serv- 
ice Company, a private utility, than the 
price for which properties might other- 
wise have been obtained. The city paid 
$33,950,000 for the properties, which 
it obtained through the American Light 
& Traction Company, a holding company 
which controlled San Antonio Public 
Service Company. The deal was regarded 
as part of the parent company’s program 
of corporate simplification in compliance 
with the Holding Company Act. 

Witnesses at the hearings conducted 
by the Texas house investigating com- 
mittee contended that the Guadalupe- 
Blanco River Authority first negotiated 
for the purchase of the property and that 
later the city entered the picture—and as 
a result GBRA was used to boost the 
price. 

Testimony at the hearing was replete 
with ramifications which served to con- 
fuse the negotiations which led to the 
ultimate sale of the SAPSCO property 
to the city and subsequent deals in con- 
nection with the leasing of a power plant. 


ne 


HARGES that Jesse Jones, chairman 
of the Reconstruction Finance Cor- 
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“FRANKLY, I WISH ALGERNON DIDN’T TAKE THOSE PICTURES IN 


NATION’S BUSINESS SO... SERIOUSLY” 


poration, had made an advance of $68,- 
500,000, interest free, to the Aluminum 
Company of Canada for the financing of 
the gigantic Shipshaw project on the 
Saguenay river in Quebec were also 
made recently in the House of Represent- 
atives by Representative John M. Coffee, 
Democrat of Washington. 

Left-wing publications—including the 
New York daily, PM, and the weekly 
magazine, The Nation (in a signed 
article by I. F. Stone), as well as the 
nationally syndicated daily column, 
“Washington Merry-Go-Round,” by 
Drew Pearson — have reéchoed this 
charge. It was denied by C. D. Howe, 
Canadian Minister of Munitions and 
Supply, on the floor of the House of 
Commons in Ottawa, who said that “the 
money received was not capital; it was 


revenue—in other words, the sale of a 
product and the payment for it.” 

Mr. Howe indicated that the Shipshaw 
project, being primarily designed to take 
care of Canada’s requirements for alumi- 
num in the light of her own shortage of 
power capacity, would have been built 
in any event, regardless of American 
participation. Mr. Howe revealed that 
the British government had already made 
an advance payment in the neighborhood 
of $10,000,000 to $12,000,000, and Aus- 
tralia had contributed $3,000,000 or $,- 
000,000. He also disclosed that the 
Aluminum Company of Canada had ob- 
tained its terms from Washington, with 
the aid of the Dominion government. 

Explaining the interest-free phase of 
the incident, Jesse Jones, chairman of 
the RFC, said the interest, amounting to 


571 APR. 29, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


only $2,500,000 a year, had been waived 
to obtain a reduction in the price of 
aluminum amounting to $16,000,000. 


er the Shipshaw development 
could have been completed in such 
a short time, in view of its gigantic 
capacity—which has been compared with 
Boulder dam—and with such secrecy, 
came in for some criticism from the left- 
wing critics of the project. In effect, they 
feel that American and Canadian busi- 
ness interests have stolen a march on 
public power development in the United 
States with the aid of Federal defense 
money. Representative Coffee has asked 
the House to investigate reasons behind 
the granting of funds and priorities to 
the Aluminum Company of Canada for 
the Shipshaw power development. Cof- 
fee said that this huge privately 
owned and operated enterprise may side- 
track important public power develop- 
ments in the Columbia, St. Lawrence, and 
Tennessee valley, “which will remain 
under public control after the war is 
over.” He further stated that “existing 
publicly owned power and aluminum 
facilities may be unable to compete with 
this great $65,000,000 private power and 
aluminum project, financed by a $68,- 
500,000 interest-free advance from Re- 
construction Finance Corporation.” 

In other words, Representative Coffee 


seemed to be suggesting that Shipshaw 
may in the future function as a sort of 
yardstick in any rate competition with 
publicly owned projects in the United 
States. The fact that Shipshaw has been 
constructed in Canada and is thus for- 
ever beyond the control of public owner- 
ship policies which may be promulgated 
by the United States government also 
seems to be a bitter pill to the proponents 
of public power in this country. 

I. F. Stone, writing in The Nation of 
April 3, 1943, stated: 


The objection to Shipshaw arises from no 
nationalistic animus against a development 
in Canada but from objections to a private 
deal which will enable the aluminum and 
power trusts to undercut public power and 
the industries dependent upon it on both 
sides of the border, in Ontario as in the 
Northwest, the Tennessee valley, and New 
York. In the last war we built Muscle 
Shoals and then fought two decades over 
its control. The public finally won. The 
aluminum and power trusts, thanks to Jesse 
Jones and the WPB, have been able to pur- 
sue a wiser policy this time. They have ar- 
ranged for us to build them a new and great- 
er Muscle Shoals, a project as great as 
Boulder dam, in the Canadian wilds. 


Such critics of the Shipshaw develop- 
ment also see it as a “new argument in 
the fight” against the development of a 
public power project on the St. Lawrence 


river. 
—C. A. E. 





Private Initiative Termed Sound Basis for 
Postwar Planning 


a inherent in excessive gov- 
ernment interference in industry 
after the war are called to the attention of 
the nation by the United States Chamber 
of Commerce, the National Association 
of Manufacturers, and the business, 
labor, and agricultural committees of the 
National Planning Association. 
Tending to temper the fears of these 
groups, who echo the views of many of 
the nation’s leaders in business and poli- 
tics, is a statement by Secretary of Com- 
merce Jesse Jones, to the effect that it 


APR. 29, 1943 


should not be necessary after the war for 
the government to keep its hand in indus- 
try. Secretary Jones, addressing an Army 
day dinner in New York recently, said 
that one of America’s greatest postwar 
problems will be “what to do with our 
government-owned manufacturing facili- 
ties.” He added: 


We will need to maintain a high level of 
employment to prevent idleness, suffering, 
and want. But this does not mean that the 
government must retain the ownership or the 
operation of the facilities it has built. Nor 
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does it mean that they should be sacrificed. 
It means that government and private busi- 
ness must work together to utilize in peace 
much of the machinery we have created for 
war. 


He charged Congress with the respon- 
sibility for solution of the problem of 
government in business and all the other 
economic troubles sure to come from the 
transition back to peaceful times. He 
gave a detailed review of government- 
financed industrial activity for the war, 
asserting that the Reconstruction Finance 
Corporation and other agencies under his 
direct supervision have authorized more 
than $20,000,000,000 for such invest- 
ment. 

He said that the manufacturing capac- 
ity of the country has been increased 
many times and much of this increase 
must be fitted into our postwar program 
in such a way as to continue in a substan- 
tial measure the increased employment 
that has been brought about by the war 
effort. 


ric A. Johnston, president of the 


United States Chamber of Com- 
merce, warned in a New York address 
recently that “there is some danger that 
our country may go totalitarian” unless 
the free enterprise system which has 
worked so well in the war is allowed to 
function “without government domina- 
tion in peace time.” 

He said the responsibility of maintain- 
ing America’s standards of living must 
rest with management and labor. The 
alternative to meeting this challenge by 
capital and labor “is a superstate, the de- 
cay of the American system, the begin- 
ning of a cycle of tyranny and im- 
poverishment such as other nations have 
experienced when the individual is 
superseded by the state.” 

His warning of totalitarianism was 
based on his assertion that “wherever 
government has entered private enter- 
prise, such as in national socialism, it 
has come to dominate business.” He con- 
tinued : 


In any partnership between all-powerful 
government and a business organization, 
large or small, the private side of the com- 
bination inevitably becomes the silent and 


573 


helpless partner. By the same token, where- 
ever government has entered into partner- 
ship in trade unions—as in Germany, for 
instance—it has meant that the trade unions 
were reduced to total impotence. 

Americans throughout their history have 
harbored a healthy distrust of “big govern- 
ment.” That distrust remains our greatest 
defense against superstatism: I address my- 
self especially to liberals and progressives in 
urging that this wholesome fear of too much 
government be kept alive. There never was 
a time in our career as a nation when it was 
more important to weigh every project for 
state control in the scales of personal lib- 
erty and personal initiative. 


M:* Johnston said the men and wom- 

en of the armed forces do not ex- 
pect “to be wrapped in cotton wool and 
spoon fed by a patronizing government 
when they return.” He said they would 
want a guaranty of opportunity to work 
in a free economy, able to solve its own 
problems if it is not “hampered by need- 
less restrictions or if its incentives to in- 
itiative are not destroyed.” 

In addition to the speech of Mr. Johns- 
ton, the chamber has made public a sum- 
mary of problems and proposals of war- 
time business which various members 
asked to be taken up at the annual 
meeting in New York, April 27th. The 
chamber expressed itself in favor of 
transfer of government-financed war 
plants to private ownership for their 
utilization in such a way “as not to com- 
pete with private business.” 

There is need of “greater public re- 
sponsibility in the war program,” says 
another proposed declaration, which as- 
serted that effective national production 
requires “freedom to manage industrial 
plants without unreasonable government 
interference.” Preservation of “essential 
peace-time activities of business” also 
was urged. 


ge postwar committee of the Na- 
tional Association of Manufacturers 
has issued a 15,000-word forecast of the 
“American economic system of the post- 
war period.” Two years in preparation, 
by the committee of 92 leading industrial- 
ists of the nation, the report predicted 
“there will be the accumulated demand 
for goods, the buying power, the produc- 
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tive capacity, and the manpower to make 
possible a well-rounded, self-sustained 
prosperity ...if there is a favorable 
governmental and social environment.” 

The environment was detailed, and in- 
cluded the “avoiding of governmental an- 
tagonism to privately conducted busi- 
ness.” The manufacturers declared 
further “the government should not at- 
tempt to manage or run the complex 
private enterprises of the people.” They 
called for a prompt postwar restoration 
of fair and flexible prices and “a healthy 
and vigorous business competition.” 

The manufacturers called for “a 
thorough and careful review of the 
present regulation of capital markets and 
security exchanges with a view to re- 
moving those controls and eliminating 
those restrictions which contribute noth- 
ing to the protection of the investor but 
are a needless hindrance to capital flota- 
tion, to trading in securities, and to 
speculative investment which starts new 
industries and provides new jobs.” 

As to labor, the report said, the general 
principles to be followed in postwar la- 
bor relations should include: “Recogni- 
tion that monopoly and monopolistic 
practices in the field of labor are as harm- 
ful to the public interest as monopoly or 
monopolistic practices are in either 
manufacture or distribution ; recognition 
that employees have an equal right to join 
or not to join a labor union; recognition 
that labor unions should be held to a re- 
sponsibility equal to that of business; 
recognition that, while employees possess 
a right to quit work, either individually or 
collectively, they have no right to prevent 
others from working and no right to in- 
timidate customers.” 


ao manufacturers proposed to re- 
place the term “collective bargain- 
ing” with the term “collective negotia- 
tion.” They gave their reason as follows: 


Because, in view of the confusion which 
now exists as to the meaning of “collective 
bargaining,” it is helpful to have another 
term which more clearly indicates what most 
of us have in mind when we say we favor 
“collective bargaining.” Perhaps “collective 
en for the moment can serve this 
need. 


“Bargaining” implies an attempt of one 
side to gain an advantage over the other. 
That is not the proper basis for employer- 
employee relationship. What is needed is a 
meeting together of the employer and his em- 
ployees, or their representatives, with a view 
of seeking an agreement to their mutual ad- 
vantage. It should never be a question of one 
side trying to outsmart, or outmaneuver, or 
coerce the other. 

So conceived, “collective negotiation” js 
a desirable element in the industrial world 
and should be recognized and encouraged as 
a part of our postwar planning, 


The business, labor, and agricultural 
committees of the National Planning As- 
sociation in a joint statement suggested a 
method by which the people as individuals 
rather than by government can shape 
postwar America for themselves by team- 
ing together to solve economic and social 
problems in the democratic way. 

The association, dating back to the de- 
pression era of 1934, is composed of la- 
bor, farm, and business leaders and out- 
standing representatives of other in- 
terests concerned vitally in any move- 
ment to maintain a fair and stable order. 
It is a private organization. 


MONG significant assertions in the 
statement of the three committees 
is the following: 


If, when the fighting is over, we have ex- 
soldiers selling apples on the street, or masses 
of workers idle in present war production 
centers, or people starving in one part of the 
country while food surpluses rot in other 
parts, we shall have lost this war. It will be 
too late to “plan.” 


President Roosevelt, shown the state- 
ment, wrote Emil Rieve, a labor leader 
who is secretary of the NPA: 


It is very gratifying to learn that under 
the auspices of the National Planning As- 
sociation substantial areas of agreement on 
basic postwar principles have already been 
blocked out by such representative business, 
labor, and agriculture groups. 

I should appreciate being kept informed on 


the further recommendations of these com-: 


mittees. : 

I think the National Planning Association 
is to be complimented for having taken the 
initiative in organizing such postwar discus- 
sion groups and I wish it success in its 
further work. 


The statement explains the function of 
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“WHERE’S YOUR LITTLE HALF-FARE TODAY—DRAFTED?” 


the committee is not so much to create 
new plans as to seek out the best of post- 
war planning from other sources. 
William L. Batt, president of SKF In- 
dustries and now a vice chairman of the 
War Production Board, is chairman of 
the NPA. The board of trustees includes 
on the business side Charles E. Wilson, 
executive vice chairman of WPB, called 
to that post from the presidency of the 
General Electric Company; from labor 
are such men as Robert J. Watt, interna- 
tional representative of the American 
Federation of Labor, who is vice chair- 
man of the association, and Clinton S. 
Golden, vice chairman of the Steel Work- 
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ers of America and assistant to the presi- 
dent of the Congress of Industrial Or- 
ganizations. 

The joint statement says the three 
committees find themselves in agreement 
on these points: 


Postwar planning must be faced realisti- 
cally. We must prepare now against unem- 
ployment during the reconversion period and 
for full and continuing employment under a 
peace-time economy. The first goal of post- 
war planning should be a foundation for bet- 
ter living through provision for enough jobs 
and lasting jobs. 

The basis of America’s postwar economy 
should be private enterprise, with private 
business and industry and agriculture con- 
tinuing to operate as the people’s primary 
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means for providing jobs and producing 
goods and services; with government per- 
forming its constitutional function of estab- 
lishing the rules of the game, acting as im- 
partial referee, and effecting fiscal policies 
through taxation and expenditure programs, 
such as public works that will mesh with 
private undertakings. 


ae these committees from the most 
important segments of the country’s 
economy warn: 


But the private enterprise system must ad- 
just itself to a changing world. Before there 
can be blueprints there must be unity of pur- 
pose among all groups, with realization that 
our group interests are identical. There must 
be fullest codperation and teamwork, based 
on mutual trust, on the part of business, 
labor, agriculture, and government. This 
trust can’t merely be assumed; it must be 
honestly earned through practice in the first 
place and thereafter preserved by continuous 
good faith, performance, and collaboration. 

If our private enterprise system is to go 
forward, there must be a new sense of re- 
sponsibility for the welfare of all the people. 


Then the three groups point out: 


None of America’s economic groups is 
self-sufficient. We are dependent upon each 
other. The terms “business” and “labor” and 
“agriculture” lose their capital letters and 
become “We, the people,’ when we realize 
that all the millions of us are consumers— 
each other’s customers; that there cannot be 
full and continuous employment unless more 
people have the means to buy more of the 


produce of our collective brains and hands 
and invested savings. 


The business committee recognizes 
“that management is dependent upon la- 
bor to man the machines and provide new 
capital from its savings.” Members of 
this group add: 

We recognize the principle of collective 
bargaining as a sound and fair American 
principle. We also know that what most men 
and women want for the future is a sense 
of security against unemployment, sickness, 
and destitute old age, together with a feeling 
of participation through their minds as well 
as their muscles in the continuing progress 
of the business that employs them and all 
production enterprise. 


The labor committee “recognizes that 
labor is dependent upon management to 
furnish the over-all ‘know how,’ to or- 
ganize technical and commercial re- 
search, and develop it fully and to at- 
tract from private savers the new capital 
necessary to a sound and growing econ- 
omy.” 

The agriculture committee, in turn, 
recognized that “agriculture is dependent 
upon business and labor; that there can 
not be profitable markets for our products 
except as the rest of the nation prospers 
and has the means to buy.” 

—C.A.E. 





Discusses Depreciation Problem 


a problem of depreciation in utility 
accounting has promoted more 
controversy and less illumination than 
any other regulatory problem in the 
opinion of Dr. Clyde Olin Fisher of 
Wesleyan University and a member of 
the Connecticut Public Utilities Commis- 
sion. 

In a recent address at the annual meet- 
ing of the Connecticut Society of Civil 
Engineers, he declared : 

Everybody admits — that is, everybody 
whose admission has any significance—that 
depreciation is a legitimate part of cost. The 
controversy seems to wage primarily as to 
the proper method of computing depreciation 
and the use to which the depreciation re- 
serve is put in rate litigation. However ac- 


curate one may be in estimating physical de- 
preciation, there is, so far as I know, no 
intelligent pretense at complete accuracy in 
the determination of functional depreciation. 
The refusal to attempt to estimate functional 
depreciation is the adoption of the traditional 
ostrich philosophy, not of burying one’s head 
in the sand, but rather of breaking one’s 
head on the curbstone because of a refusal 
to do the reasonable thing that is called for 
by rational action. 


Dr. Fisher submitted the following 
tentative conclusions on this point: 

1. To the extent that a customer is 
compelled to pay a price which permits 
the company to charge excessive depre- 
ciation, and to the extent that this excess 
is capitalized as a portion of the rate base 
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of the utility, to that extent the customer 
is penalized by the necessity of paying a 
return on capital which he has involun- 
tarily contributed to the utility company. 

2. To the extent that a utility com- 
pany is permitted to collect in advance a 
so-called depreciation reserve to take care 
of nonrecurring and unforeseen contin- 
gencies, thus fortifying itself against 
the impact of change and disaster, to that 
extent the risk is eliminated and the rate 
of return permitted such a_ utility 
should reflect the shifting of this risk 
from the utility to the customer. 

In short, the utility should be given a 
lower rate of return than would be 
proper without such protection. 


r. Fisher quoted the United States 
Supreme Court as saying in the 
Galveston case that taxes constitute an 
operating cost for a utility corporation 


and that a fair return must be earned 
over and above all costs, including Fed- 
eral taxes. 

Asserting that regardless of who levies 
the taxes public utilities must be allowed 
a return sufficient to tempt investors to 
supply funds to keep the utility plants 
running, Dr. Fisher said that the imposi- 
tion of so-called war taxes upon utility 
corporations at the present time has cre- 
ated the problem of determining to what 
extent deduction should be allowed. He 
said that the problem becomes acute in 
utility regulation when it is necessary to 
decide whether a utility corporation 
should make a fair return, whatever that 
amount may be, after the payment of all 
Federal taxes as cost or whether the fair 
return should be computed without the 
deduction of war taxes and on the as- 
sumption that these taxes properly fall 
upon investors. 





Notes on Recent Publications 


An InTRopUCTORY OUTLINE TO PuBLic UTIL- 
ity REGULATION. By John S. Worley. Uni- 
versity Lithoprinters, Ypsilanti, Michigan. 
1941. 117 pp. (Multigraphed.) 

In twenty-three chapters Professor Wor- 
ley of the University of Michigan School of 
Engineering presents a fairly comprehensive 
outline of the problems of public utility regu- 
lation up to now but not including special 
regulatory problems associated with the war 
emergency. The tone is scholarly and some- 
what historical; the approach is rather 
original, with special emphasis on private en- 
terprise and the trend toward government 
ownership of utilities, in which the author 
tries to steer through a neutral course. 


THE Future oF TELevision. By Orrin E. Dun- 
lap, Jr. Harper & Bros., New York, N. Y. 
1942. $3. 


Lanp AND Power ADMINISTRATION OF THE 
CentraL Vattey Project. By Merrill R. 
Goodall. The Journal of Land & Public 
Utility Economics. August, 1942. 


Socio-Economic CoNDITIONS AND INTERCITY 
VARIATIONS OF ELEctric Use. By Henry G. 
Knaf. The Journal of Land & Public Utility 
Economics. November, 1942. 


Survey oF AMERICAN LISTED CORPORATIONS. 
ELECTRICAL SUPPLIES AND EQuIPMENT. 1941. 
This is the tenth of a new series of in- 
dustry reports of the Securities and Ex- 
change Commission “Survey of American 
Listed Corporations.” These reports cover 
the calendar years of 1940 and 1941 for com- 
panies with fiscal years ending in the same 
calendar year, and extend earlier reports 
which generally covered the period 1934- 
1940. Balance sheets and profit and loss 
statements, expressed both in dollars and 
percentages, as well as surplus reconcilia- 
tions, financial ratios, and security issues 
outstanding are presented for individual 
companies and for the industry group as a 
whole. In addition, the parents and subsidi- 
aries of each registrant, and remuneration 
data are included for individual corporations. 
Report No. 10 includes companies engaged 
primarily in the manufacture of electrical 
supplies and equipment other than household 
appliances. All of the thirty-one corpora- 
tions in this group had securities registered 
under the Securities Exchange Act of 1934 
at December, 1941. Single copies of this re- 
port may be secured without charge by re- 
quest to the Publications Unit, Securities 
and Exchange Commission, Philadelphia, 
Pennsylvania. 
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Niagara Falls Weir Completed 


| er pre have completed placing about 27,- 
000 tons of stone in the rapids of the up- 
per Niagara river to increase electric power 
and preserve the beauty of the falls. The 
project, which diverts more water over the 
American falls, required construction of a 1,- 
400-foot submerged weir in the Canadian 
channel. 

The weir, acting as a partial dam, has raised 
the level of the river about a foot at one point 
and has increased the flow of water over the 
American cataract so much that the Maid of 
the Mist, sight-seers’ boat sailing in the gorge 
below the falls, has had to change its route. 

The chances of ice getting into the intakes 
of hydroelectric plants have been diminished, 
Army engineers say, because much of the ice 
now is swept down the deepened channel lead- 
ing to the American falls. The higher water 
level increases the amount of electricity gen- 
erated, since power is calculated by multiplying 
the amount of water falling by the distance of 
the fall. 

Engineers of the United States Army and 
the Ontario Hydroelectric Commission super- 
vised the construction. The project was under- 
taken jointly by the United States and Canadian 
governments. 


Electric Unit Released 


—— effected by integrated public 
operation of power facilities in Puerto 
Rico have made unnecessary the installation 
of an additional power unit and have made it 
possible to release that unit for war service 
elsewhere, Major General Philip B. Fleming, 
Federal Works Administrator, announced re- 
cently. 

General Fleming notified Donald M. Nel- 
son, chairman of the War Production Board, 
of his readiness to release the unit, asking Mr. 
Nelson to designate where it can make its 
maximum contribution to the successful 
prosecution of the war. 


NARUC Aide Named 


peters G. Hamley, director of public 
service of the state of Washington, will 
succeed Frank Warren as assistant general 
solicitor of the National Association of Rail- 
road and Utilities Commissioner. His accept- 
ance of a proffer of appointment was recently 
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nig He will come to Washington early in 
May. 

Mr. Hamley was born in Seattle in 1903. He 
received his law degree cum laude from the 
University of Washington in 1932. He was 
special assistant attorney general of the state 
of Washington from 1940 until his appoint- 
ment as director of public utilities. 


Loses Fare Case 
TT United States Supreme Court recently 
refused to review a decision enjoining the 
Washington, Marlboro & Annapolis Motor 
Lines, Inc., from increasing the fare between 
Washington, D. C., and Seat Pleasant, Mary- 
land, from 10 to 15 cents. The increase was 
opposed by Price Stabilizer Byrnes, the first 
case in which his organization intervened. 
The raise was sustained by the district court, 
but set aside by the court of appeals on the 
ground that the Office of Price Administration 
had not been given thirty days’ notice. The 
company contended that the proposal was 
filed with the Interstate Commerce Commis- 
sion on September 23rd, to become effective in 
thirty days. The commission took no action. It 
was not until October 2nd that filing of a notice 
with OPA was required. 


WPB Blamed for Power 
“Crisis” 

BOARD of advisers to Secretary of Interior 
A Ickes recently accused the War Produc- 
tion Board of causing a critical power situa- 
tion in the Pacific Northwest by refusing 
priorities for expansion of government power 
projects in that area. 

Ickes, in making public the board’s report, 
said that more power must be provided for 
war industry in the area, but added he was 
powerless to carry out board recommendations 
without priorities and that he could do nothing 
unless they were granted by the WPB. 

Ickes said government power developments 
on the Columbia river were running above their 
rated capacities and furnishing more than 9 
per cent of their power to war industries, 
creating a risky condition because of lack of 
margin to cover mishaps. 

Ickes declined direct comment on WPB ac- 
tion, but observed that the board was created 
by act of Congress and included a representa- 
tive of the Army as well as representatives 0 
the Interior Department, Federal Power Com- 
mission, and Agriculture Department. 
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The board which advises Ickes on operation 
of the Bonneville and Grand Coulee power sys- 
tems, said its recommendations were put before 
the WPB more than a year ago. Because 
priorities were allowed for only part of the 
expansion recommended, “the Pacific North- 
west is confronted with a more critical power 
situation than a year ago,” it said. 

The board urged that power facilities be 
provided for production of between 300,000 
and 400,000 additional capacity in the Pacific 
Northwest by December, 1945. 


ODT Delivers Checks 


HECKS for sums totaling $162,005.63, made 
C payable to four creditors of the Toledo, 
Peoria & Western Railroad, have been de- 
livered to George P. McNear, president of the 
railroad corporation whose properties are now 
being managed by the Office of Defense Trans- 
portation, on behalf of ODT Director Joseph 
B. Eastman, the ODT announced recently. 


Delivery of the checks, for the purpose of 
discharging certain obligations of the railroad 
corporation, constituted the initial advance of 
funds to the railroad corporation under the 
powers recently granted ODT by an executive 
order of President Roosevelt. 

In a letter accompanying the checks, Holly 
Stover, Federal manager of the properties of 
the railroad corporation, stated that delivery 
of the checks by the railroad corporation to the 
payees would constitute acceptance by the cor- 
poration of an advance of funds of an equiva- 
lent amount under the terms and the conditions 
of the President’s executive orders. 

Mr. McNear returned the four checks to the 
ODT, declaring that they were transmitted 
“with conditions which made it clear the ODT 
is trying to evade payment for TP&W proper- 
ties which have been taken by the government.” 
He said the checks were to be “charged against 
the just compensation due the railroad for its 
property,” and under those conditions were not 
acceptable. 


Arkansas 


States’ Rights Violated 


HARGES of waste, errors of, judgment, en- 

croachment on states’ rights, and failure 
to cooperate were lodged against the Federal 
Power Commission by the state department of 
public utilities in letters to three United States 
Senators recently. 

The letters were written by P. A. Lasley, 
department lawyer, at the request of Chairman 
A. B. Hill. The first went to Senator Styles 
Bridges, Republican of New Hampshire, who 
sought an expression “of your views on the 
general subject of the Federal Power Commis- 
sion and its relation to state regulatory bodies; 
how its efficiency can be improved, abuses 
eliminated, encroachment on states’ rights con- 
trolled.” 

Senator Bridges, former member of the New 
Hampshire Public Service Commission, said 
the pending jurisdictional conflict between the 
FPC and Arkansas department, involving the 
former’s investigation of power charges at the 
Lake Catherine aluminum plant, “is both press- 
ing and pertinent.” He pointed out that a sub- 
committee was studying the new FPC appro- 
priation bill. 

Other letters outlining specific charges 
against the FPC were sent to Senators John 
L. McClellan of Camden and Clyde M. Reed, 
Republican of Kansas, at their request. Mr. 
Lasley confined his expressions to facts as 
brought out at recent hearings in Little Rock 
and rarely resorted to an expression of opinion 
except when he said: 

“The Federal Power Commission has not 
cooperated with this department to the extent 
contemplated by the Public Utilities Act of 
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1935. In addition to its failure to codperate, 
it has injected itself into several matters ex- 
clusively within the jurisdiction of the depart- 
ment.” 


Gas Sales Subject to Tax 


ASING his ruling on a recent decision of the 

Arkansas Supreme Court, Chancellor 
Dodge held in Pulaski Chancery Court on 
April 7th that the Arkansas Louisiana Gas 
Company is liable to the state for $97,125.09 
as the amount due in 2 per cent sales tax on 
natural gas sold its industrial consumers be- 
tween July 1, 1935, and June 30, 1941. The 
suit was brought by Joe Hardin, former state 
revenue commissioner. 

The state supreme court held recently that 
the Southern Kraft Corporation and the Cros- 
sett Lumber Company were liable for state 
sales tax on gas and electricity. The court 
ruled such purchases were not in interstate 
commerce though the power came from out-of- 
state fields and generators. 

The court held the Arkansas Louisiana Gas 
Company’s contention that monthly reports of 
gas brought into the state and sold to indus- 
trial consumers had been filed with the state 
revenue commissioner and no attempt made to 
collect the sales tax was nullified by evidence 
of the revenue department. 

It was pointed out that at the time the re- 
ports were made the gas company was notified 
by the commissioner such sales were not ex- 
empt and a demand was made for payment of 
the tax. 

A supplemental stipulation of facts filed on 
April 7th said the Arkansas Louisiana Gas 
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Company during the 5-year period was paid 
$50,845.73 of the $97,125.09 by its customers 
to be withheld by the company until the ques- 
tion of liability was determined by the courts. 


Gas Rate Adjustment 


HE proposed Federal Power Commission 
adjustment of rates of the United Gas sys- 
tem and possible reduction in the company’s 
wholesale charges for natural gas should re- 
sult in lower retail rates for consumers in sev- 


eral cities of southeast and northeast Arkan- 
sas, A. B. Hill, chairman of the state utilities 
commission, said recently. 

From its 6,000-mile network of pipe line, 
the United Gas system sells gas at wholesale 
to the Memphis (Tennessee) Natural Gas 
Company which in turn sells it to the Arkan- 
sas Power & Light Company for distribution 
in southeast Arkansas. It also sells to the 
Mississippi River Fuel Company which resells 
to the AP&L and Arkansas Louisiana Gas 
for distribution in northeast Arkansas. 


California 


Central Valley Dam 


C OMPLETION of the Central Valley project at 
the earliest possible date has been prom- 
ised by Federal officials, State Treasurer 
Charles G. Johnson said recently on his re- 
turn from a series of conferences at Wash- 
ington. 

Johnson, a member of the California Water 
Project Authority, said he was assured the 
distribution system for water from Friant dam 
would be completed in two years instead of 


the previously planned four years. He was in- 
formed by War Production Board officials 
that steel to finish the upper structure of the 
dam was now available but the present diffi- 
culty was in getting steel fabricated for the 
8 flood gates required to control the flow. 

Appropriations for the work at Friant and 
for installation of power equipment at Shasta 
dam would be recommended by the House 
subcommittee handling the Interior Depart- 
ment bill, Johnson said. The funds were 
favored in a poll of the committee. 


District of Columbia 


Electric Rates Cut 


Te District of Columbia Public Utilities 
Commission on April 3rd ordered a $310,- 
400 reduction in Potomac Electric Power 
Company rates for the last nine months of 
this calendar year, and applicable to bills ren- 
dered after March Ist. 

Determination of how the rate slash shall 
be divided among various classes of power 
consumers would be reached at a_ hearing 
ordered by the commission for April 12th. 

The reduction followed the long and turbu- 
lent hearings under the sliding-scale plan, dur- 
ing which PEPCO counsel contended that no 
slash was justifiable this year, with attorneys 
representing Federal intervenors arguing that 
the reduction should be as much as $2,000,000. 

Counsel for the commission, basing its esti- 
mate on a tax allowance of 31 per cent as 
chargeable against operating expenses, esti- 
mated that the reduction should be $315,000, 
but this figure later was reduced to $319,400 
to provide an accounting revision allowing for 
PEPCO property, now used as a service sub- 
station. 

After the April 12th hearing, when pro- 
tracted legal argument conceivably can delay 
the effective date of the rate reduction, the 
commission would fulfill its promise, made at 
the outset of the recently ended hearing, to ex- 
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plore the whole sliding-scale plan to determine 
whether it should be revised or abrogated in its 
entirety and some other method of computing 
rates submitted. 


Group Riding in Taxis 


HE District of Columbia Public Utilities 

Commission recently ordered a_ public 
hearing to be held May 3rd on rates and regu- 
lations of taxicab group riding, which the com- 
mission has been trying for more than a year 
to put into operation. 

The hearing was called for thirty days after 
the notice in order to let the Office of Price 
Administration intervene if it chooses. This 
action by the commission was described by 
Commission Member Gregory Hankin as “part 
of a plan to put the OPA on the spot and to 
shift to it the blame for a fault which is ours.” 

A proposed schedule of rates—not made 
public—was submitted to the OPA by the com- 
mission on February 18th, with a request that 
it be examined for possibilities of general 
price increase. The OPA responded that the 
rates suggested constituted a general increase, 
and it hoped that a schedule could be worked 
out which would accomplish the desired full 
utilization of equipment of rubber and gasoline 
—not to mention the convenience of passen- 
gers—and yet would result in no price increase. 
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Gas Rate Hearings Ordered 


HILE the Washington Gas Light Com- 
Wie rate adjustment for the present year 
still is pending in the courts, the public utilities 
commission on April 2nd gave notice of inten- 
tion to hold hearings on the adjustment for 
rates to be set September Ist under the sliding- 
scale arrangement . 

At the same time, the commission ordered 
that an investigation be made of the rate of 
return to be allowed the gas company. 


¥ 


The sliding-scale arrangement, by which 
rates are fixed annually in proportion to the 
return from the previous year—with rates 
lowered if the return exceeds a certain per- 
centage and raised if the return is below the 
specified limit—has been a matter of conten- 
tion between the commission and the Office of 
Price Administration since last summer, when 
the Federal agency intervened in the 1942-43 
rate hearing. 

The present allowable rate of return on the 
gas company’s rate base is 6.5 per cent. 


Illinois 


Utility Offers System to City 


HE IIlinois-Iowa Power Company recently 
"T submitted to the Jacksonville city council 
an agreement under which it would sell to the 


e 


city for $900,000 its electric distribution sys- 
tem in Jacksonville and adjoining territory. 

The city has operated a municipal power 
system in competition with the private utility 
for about five years. 


lowa 


REA Tax Assailed 


7 Iowa Farm Bureau Federation recently 
sent a letter to members of the state 
general assembly saying “farmers are opposed 
to any taxation on REA so long as’ municipal 
units remain tax exempt.” 

Four bills relating to taxation of REA units 
were reported pending in the state legislature. 

The last legislature passed an act exempt- 
ing rural electrification codperatives from 
taxation in 1941 and 1942, If this legislature 


takes no action the interest of members in rural 
cooperatives will be taxed as real estate. The 
farm bureau letter assailed such a basis of 
taxation as “unworkable and unfair.” 

The letter recommended another 2-year 
REA exemption and said farmers would sup- 
port “legislation imposing a reasonable tax on 
REA if and when municipal power plants and 
distribution systems both within and without 
corporate limits are taxed on a similar basis.” 
Such municipal ownership systems now pay no 
real estate taxes. 


Kentucky 


Must Pay Jobless Taxes 


pee from the state unemployment 
compensation tax was denied by Circuit 
Judge W. B. Ardery on April 7th to a Newport 
taxicab company which claimed its drivers 
were independent contractors and not em- 
ployees. 

Judge Ardery ruled the concern, the Dot- 
Knight Cab Company, was subject to the 3.7 
per cent tax on its annual payroll which the 
state sought to collect. It was expected the de- 
cision would be taken to the court of appeals 
for final ruling. 

The contract between the company and its 
drivers, as set'out by the state, provided the 
drivers lease the taxis on a 12-hour basis, with 
the company furnishing the gasoline, oil, and 
necessary insurance, that the drivers pay the 
company 70 per cent of their gross earnings 
for each 12-hour period, and that the drivers 


bind themselves not to drink liquor while driv- 
ing or for four hours prior to taking out a 
taxicab. 


Co-ops Subject to Tax 


ENTUCKY’s rural electric codperatives 
K were declared subject to ad valorem prop- 
erty taxes and franchise taxes by the court of 
appeals last month. 

The opinion, affecting the 26 associations or- 
ganized to serve rural areas with electric cur- 
rent, was considered without dissent by the 
whole court, except Judge James W. Cam- 
mack, 

He took no part because he helped write 
the state enabling act and has a farm served by 
a rural electric codperative. 

The high court’s opinion upheld Franklin 
Circuit Judge W. B. Ardery’s ruling that the 
state law substituting an annual $10 fee in lieu 
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of franchise and property taxes was uncon- 
stitutional. It commented that the state revenue 
department had not filed a cross-appeal from 
Ardery’s ruling that the law exempted the co- 
ops from “profit taxes, gross and net taxes, 
sales taxes, occupational taxes, taxes on elec- 
tric current consumed, and all excise taxes.” 

The ad valorem property tax, applying to 
poles, wires, transformers, and other equip- 


ment, is 50 cents a $100 valuation, and the fran- 
chise tax is placed upon the value of franchises 
as determined by the revenue department after 
investigation. 

The opinion, written by Commissioner 
Campbell Van Sant, was given in a test suit 
brought by the Inter-County Rural Electric 
Coéperative Association of Danville, in which 
other co-ops joined. 


Louisiana 


Cut in Gas Costs Hinted 


M AYoR Robert S. Maestri in a statement is- 
sued early this month said he was hope- 
ful that the Federal Power Commission would 
order a reduction in the rate paid New Orleans 
Public Service, Inc., at the city gate for natural 
gas, thus enabling a reduction in the rates paid 
by domestic consumers. 

Reviewing the steps that the city government 
has taken in the past year in the gas contro- 


versy, the mayor asserted that “a public official 
must stick to the facts.” The city government, 
he added, has done everything in its power 
legally to bring about a natural gas rate re- 
duction. 

New Orleans Public Service buys its whole- 
sale gas at the city gate from United Gas Pipe 
Line Company, under a contract negotiated 
eight years ago between the two companies, 
both of which are owned and controlled from 
New York by Electric Bond and Share. 


Massachusetts 


Security Clause Denied 


HE War Labor Board early this month 
unanimously denied an application of the 
United Brotherhood of Edison Workers (in- 
dependent) for a maintenance of membership 
clause in place of present open shop clause in 
its contract with the Boston Edison Company. 


The board upheld a recommendation of a 
mediation panel majority, stating that the case 
involved a jurisdictional dispute between rival 
labor organizations. 

The mediation panel also recommended 
that the WLB decline to determine a bar- 
gaining unit, “either on the terms requested 
by the CIO or any other terms.” 


S 
Michigan 


Supports Reduction Plea 


I N the first step taken to bring about electric 
rate reductions since the President’s “hold 
the line” directive was issued, attorneys for 
the Office of Price Administration on April 
12th submitted a brief supporting the plea of 
the city of Detroit seeking substantial reduc- 
tion in charges made by the Detroit Edison 
Company. The city of Detroit asked for rate 
reductions which will save the residential 


¥ 


and farm customers of the company from $6,- 
000,000 to $6,500,000 a year. OPA is asking 
for an over-all rate reduction, which would 
include charges to industrial users. 

The brief was submitted to the state public 
service commission on behalf of Price Admin- 
istrator Prentiss M. Brown and Director of 
Economic Stabilization James F. Byrnes. 

In filing the brief, OPA responded to a reso- 
lution passed by the Detroit city council re- 
questing the intervention on its behalf. 


Minnesota 


Token Saving to Riders 


tT. Paul street car and bus riders in the next 
twelve months will save a total of $340,- 
797 as a result of the state railroad and ware- 
house commission’s order of April 8th cutting 
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the prices of tokens. That estimate was given 
by William Parranto, commissioner of public 
utilities, who said he based it on the number of 
passengers carried in St. Paul by the public 
transportation system during the twelve months 
ended February 28th. 
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During that period, he said, there were 40,- 
895,685 token fares, or 86.9 per cent of the total 
fares taken in by the St. Paul City Railway 
Company. ; 

The difference between the old price of 6 
tokens for 50 cents and the new rates, effective 


> 


April 11th, of 6 tokens for 45 cents, he said, 
would total $340,797. 

Important as that saving is, Parranto as- 
serted, the biggest victory for St. Paul in the 
commission’s order was its reduction of the 
valuation of the company’s property. 


Missouri 


Rehearing Requested 


EHEARING of the case in which the state pub- 
R lic service commission last month ap- 
proved the reorganization plan of Laclede Gas 
Light Company of St. Louis, subject to sev- 
eral conditions, was requested in a motion filed 
with the commission on April 3rd by the com- 
pany. Laclede Power & Light Company of St. 
Louis, an affiliated concern, and Ogden 
Corporation, parent holding company of the 
two Laclede companies, joined in the motion. 

The rehearing request did not include the 
commission order, issued at the same time that 
it approved the reorganization, which author- 
ized sale of the property of Laclede Power & 
Light Company to Union Electric Company 
of Missouri, for approximately $10,000,000. 


> 


The principal objection by Laclede Gas in 
the motion was directed against a condition 
imposed by the commission which would bar 
use for dividends of any earned surplus on the 
company books at the time of issuance of new 
securities authorized in the reorganization plan, 
and prevent such use of the first $3,000,000 of 
surplus earned subsequent to the date of issu- 
ance of the securities. 

The company contended this was a matter 
for its management and that the law did not 
give the commission power to restrict the pay- 
ment of dividends by a gas utility company. 
The company said also that in asking for a 
rehearing it was preserving its rights in the 
matter, pending a hearing before the Federal 
Securities and Exchange Commission on the 
reorganization plan. 


Nebraska 


Natural Gas Rates Reduced 


T= Iowa-Nebraska Light & Power Com- 
pany recently announced a gas rate reduc- 
tion beginning April Ist. The total reduction 
would amount to $104,000 to Lincoln consum- 
ers. The city council accepted notice of the re- 
duction and indicated its desire to make a 
study of the proposed rates. 

President L. R. King of the company said 
lower rates were made possible at this time by 
reductions in the wholesale rate made to the 
company by the pipe-line company. The rate 
reduction made te the company totaled $184,- 
000. The company was holding $80,000 as a 
reserve. Half of this sum, it was said, would 
go to the Federal government as tax on income. 


Reject Purchase Plan 


Gaps voters recently turned down the 
city council’s proposition to purchase for 
the city the distribution plant of the Consum- 
ers Public Power District at a condemnation 
board’s award of $271,000, plus $5,975 for its 
mechanical and motor properties, with an addi- 
tional $25,000 to be paid in ten years if in that 
period the city ceased to buy electricity from 
the Consumers. The vote was 2,253 to 539. 

The appraised value of the electric plant was 
regarded by Consumers as far too low and 
plans were being made to appeal. 
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It was believed the effect of the Kearney 
election would defer like plans of other cities 
served by Consumers. 


Would Scrap Sections of Power 
Bill 

Petrus Peterson recently proposed to 
ie throw overboard 39 pages and 47 sec- 
tions of LB 204, Omaha Power Commission 
bill, dealing largely with power mechanics, and 
substituting provisions of SF 310 under which 
the Consumers Public Power District operates. 
He would not disturb the first 7 sections which 
have been worked nor would he upset the prin- 
ciples which have been established. 

Senator Cullingham, Omaha, speaking for 
his delegation, asked for a stay in order that 
proponents may check up on what was being 
attempted. Substitution of the mechanical pro- 
visions of SF 310 was said not to mean that 
the substitute could not be amended. It was 
expected to be amended in several particulars. 

Under the proposal, § 29, which provides 
that the commission and its property shall not 
be exempt from payment of present and future 
state and local taxes but shall be assessed after 
the manner of other property subject to tax, 
would be eliminated. Peterson said that pro- 
ponents of the bill were not precluded from 
offering a tax amendment. 
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New York 


Gets Right to Fill Posts 


Pyrenees Dewey recently signed a bill giv- 
ing him authority to make major ap- 
pointments, requiring senate confirmation, 
when the state legislature is not in session. 
During legislative debate on the measure sev- 
eral Republicans stated that the bill was being 
passed to insure the governor’s right to dis- 
place Democratic holdovers. 

The law is designed especially to permit the 
governor to appoint members of his party to 
the civil service commission and the state pub- 
lic service commission. Under the old statute, 
as interpreted by the court of appeals, the gov- 
ernor was prohibited from making an appoint- 
ment to a “fixed term” job when the legislature 
was not in session, if the vacancy occurred be- 
fore the session ended. 

The term of George Van Namee, Democratic 
member of the state public service commis- 
sion, ended before the legislature adjourned. 
Without the law recently enacted the governor 
could not have appointed Republicans to the 
post until the 1944 session began. 


Power Rate Cut Ordered 


¢ HE state public service commission recently 
ordered a reduction of $50,000 annually in 
charges to consumers in Rockland and Orange 
counties of electricity supplied by the Orange 
& Rockland Electric Company. 

The commission was divided, three to two, 
in ordering the reduction, with Chairman Milo 
R. Maltbie writing the majority report. He 
pointed out that “a reduction of $50,000 per 
annum in gross revenue will save the company 
34 per cent of that amount in Federal electric 
energy taxes, 24 per cent in state gross receipt 
taxes, and 40 per cent of the remainder in Fed- 
eral income taxes.” 

The report held that even with the reduction 
the company would be assured a return of 5} 
per cent on its capital investment. It also 
recommended that the salary of Roscoe W. 
Smith, president of the company, be reduced 
from $18,000 to $12,000 annually. 

Commissioners Neal Brewster and Maurice 
C. Burritt joined with Mr. Maltbie in the re- 
port. 


Ohio 


Purchase Plan Approved 


HE state public utilities commission re- 
cently authorized the East Ohio Gas Com- 
pany to purchase natural gas production prop- 
erties and equipment for expenditures totaling 
$171,583 to further its Stark county gas stor- 
age program. Proposed purchases included the 
Timken Roller Bearing Company’s gas pro- 
duction and gathering system for $95,082. 
Other properties involved included gas, well, 
and equipment holdings of William F. and Car- 
rie O. Pfeiffer, for $50,000; gas well interests 
of H. E. Perkins, for $2,200; and a natural gas 
development project of George W. Crouse, Sr., 
and George W. Crouse, Jr., for $24,301. 


Commissioner Appointed 


Ces Bricker recently appointed Paul 
E. Weiland as a member of the state 
public utilities commission to succeed Com- 
missioner Dunlavy, whose term had expired. 

Commissioner Weiland, prior to his appoint- 
ment, was a member of the staff of the com- 
mission for twenty-two years, as chief engi- 
neer. 


Utility Measures in House 


HREE utility measures were passed by the 
state house of representatives early this 
month. One would permit utility consumers to 
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appeal to the state public utilities commission 
for alleged irregular charges against consum- 
ers served by extension lines; another would 
permit the inclusion of industrial plants border- 
ing municipalities in zones serviced by motor 
carriers; and a third would abolish the re- 
quired sworn statements of expense accounts of 
representatives of the commission. 


Sale Hearing Delayed 


HE movement seeking purchase by the city 

of Cleveland of the property of the Cleve- 
land Electric Illuminating Company suffered 
a setback on April 6th with the announcement 
that a scheduled public hearing would not be 
held on a resolution declaring the city council's 
intention to buy the public utility. : 

Announcement of the delay in the hearing 
was made by Victor Cohen, chairman of the 
council’s utility committee, who said that sup- 
porters and opponents of the deal had sought 
more time to present their arguments at the 
meeting. In failing to set a date for the hearing 
the committee head said that it would be “at 
the call of the chair.” 

Indefinite postponement of the hearing fol- 
lowed reports that opposition to purchase of 
the CEI property by the city at this time had 
been expressed by a majority of the members 
of the council. When the proposal was first 
put forward the council is said to have been 
favorable towards it by a narrow margin. 
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Oklahoma 


Co-op Tax Bill Signed 


OVERNOR Kerr on April Ist signed the bill 
G providing for a 2 per cent gross receipts 
tax on rural electric codperatives in lieu of 


¥ 


other taxes. The measure was the one which 
caused the state legislature to hold over after 
March 3lst midnight for another legislative 
day so it would have been on the governor’s 
desk five days. 


Oregon 


Rate Reductions Demanded 


RMOND R. Bean, state public utilities com- 

missioner, recently filed a complaint 
against the Portland General Electric Com- 
pany demanding that the firm make rate reduc- 
tions totaling about $700,000 for this year and 
that it refund another $700,000 in “excess earn- 
ings” for 1942. 

Income of PGE justifies a $700,000 annual 
rate reduction to users of electricity, Bean con- 
tended. 

The complaint charged discrimination in the 
rates among communities served by the com- 
pany; required establishment of a fair rate 
base; proposed a fair return to the company 
on that base; required establishment of rea- 
sonable rates; demanded elimination of excess 


¥ 


earnings above a fair return to the company; 
sought to apply for the first time a “recapture” 
clause in the utility code to take from the com- 
pany $700,000 in alleged excess earnings in 
1942 and place it in a fund which would react 
to the benefit of the utility’s consumers. 

Bean said rate reductions were placed in 
effect in Salem and other Marion county com- 
munities in 1941 by PGE, which announced it 
would make reductions throughout the rest of 
the system when studies were completed. “The 
rate reductions have not been made, although 
the studies have been completed,” the commis- 
sioner declared. 

PGE has denied that its earnings have been 
“unreasonable” and cited the fact that no rate 
base for the company has been legally estab- 
lished in recent years. 


Pennsylvania 


statement into the record but there was no 
second. ; 
Beamish’s term expired April Ist. 


Beamish Barred 


A’ the request of Chairman John Siggins of 
the state public utility commission, Rich- 
ard J. Beamish, Democratic member of the 
commission, recently withdrew from the com- 
mission’s executive chambers before the usual 
session was held, but at the same time he de- 
nied Siggins’ right to order him from the 
room. Beamish has refused to recognize a new 
law ousting him from the commission. 
During exchanges with Siggins at an in- 
formal session, Beamish asserted he did not 
wish to hamper or interfere with the com- 
mission’s activities but did want to protect his 
rights for the court test he said he desired. 
Beamish, during the open session, offered for 
the record a 5-point statement outlining his 
position. After he withdrew, Thomas C. 
Buchanan, the other Democratic member of 
the commission, made a motion to place the 


Gas Rate Boost Put Off 


ek Philadelphia Gas Commission tenta- 
tively decided recently to grant the Phila- 
delphia Gas Works Company’s request for an 
“emergency” increase of 2 cents per thousand 
cubic feet in all service classifications, com- 
mercial and industrial, as well as domestic. 

But the effective date was postponed until 
May 15th to allow time for further discussion 
among opposing OPA experts, the commission, 
city officials, and company representatives. 

The commission stated, however, that “if no 
relief is granted by OPA” within the week of 
April 5th, advertisements serving notice of the 
new rates would be inserted in the newspapers 
beginning April 15th. 


South Carolina 


Santee-Cooper Bill Tabled 


§ dee state senate recently killed for this year 
a proposal to authorize the Santee-Cooper 


authority to purchase two privately owned 
utilities in the vicinity of Columbia by con- 
tinuing the bill until next year. The authority 
had sought legislative approval for the ex- 
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penditure of about $40,000,000 for the proper- 
ties of the Lexington Water Power Company 
and the South Carolina Electric & Gas Com- 
pany. Senator Jefferies, one of the sponsors 
of the bill, told the senate its advocates had 
decided not to press for passage because of 
expected early adjournment of the legislature. 

Senator Alfred Scarborough, of Sumter, on 
April 7th proposed that the top salaries paid 
employees of the Santee-Cooper authority be 
limited to $12,000 a year. Scarborough’s pro- 
posal was contained in an amendment to the 
Santee-Cooper expansion bill. The amendment 
also would limit the directors to 4- instead of 
7-year terms. 


REA Storage Plan Rejected 


HE application of the South Carolina State 
Rural Electrification Authority for 
authority for priority assistance to equip a 
cold storage plant in Columbia was rejected 
a second time by the Department of Agricul- 
ture, Representative H. P. Fulmer of South 


Carolina recently advised Governor Olin D, 
Johnston. 

In his letter to Governor Johnston, the chair- 
man of the House of Representatives Agricul- 
ture Committee included copy of a letter he 
received from Paul H. Appleby, under secre- 
tary of the Department of Agriculture, in 
which the official stated that no additional in- 
formation had been presented, therefore the 
application was being rejected. 

Mr. Fulmer suggested that additional in- 
formation be procured and that at least two 
officials go to Washington to confer with agri- 
cultural officials regarding the plant. 

Mr. Appleby wrote Representative Fulmer 
as follows: 

“The original application was gone into very 
thoroughly by the food distribution admin- 
istration, and the cold storage warehousing 
situation in South Carolina was carefully an- 
alyzed. As no additional information on the 
economic need for this project has been pre- 
— it is felt that the original decision must 
stand.” 


Texas 


Power from Denison Dam 
Mex General Eugene Reybold, chief of 


Army Engineers at Washington, D. C., 
recently indicated that power generated at the 
$50,000,000 Denison dam beginning next Janu- 
ary lst would be distributed through facilities 
of the Texas Power & Light Company. 

Explaining that no contract has been signed, 
General Reybold said in a letter to George A. 
Davis, president of the Oklahoma Gas & Elec- 
tric Company, that power generated at the dam 
probably would be transmitted into the lines 
of the Texas firm. 

The aim will be to utilize the power in the 
war effort with a minimum expenditure of 
critical materials and equipment, General Rey- 
bold explained. 

John W. Carpenter, president of the Texas 
Power & Light Company, revealed the firm 


bd 


was negotiating with the government to dis- 
tribute the entire output of power generated 
at the dam. 


Get Free Gas 


HE Denison city commission last month 

formally withdrew its suit against the 
Lone Star Gas Company to force sale of its 
distribution plant in the city, and accepted an 
offer of the firm. 

Recently the voters approved a 20-year fran- 
chise for the company, which in turn has 
offered to supply free gas for the operation of 
municipally owned projects for three years, 
with the rate cut to 25 cents for the remaining 
seventeen years. 

Both offers of the company of free gas and 
reduced rates apply only to municipally owned 
projects and buildings. 


Wisconsin 


City Purchase Considered 


HE Madison common council’s judiciary 

committee voted recently to recommend 
that the city negotiate with the American Light 
& Traction Company “on a voluntary basis” 
for purchase of the Madison Gas & Electric 
Company. 

A resolution by Alderman Leo G. Straus and 
Wesley J. Schwoegler, authorizing the city at- 
torney to start negotiations, was amended to 
provide that the mayor, city attorney, judiciary 
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and finance committees represent the city. The 
new resolution provided that copies be sent, 
upon adoption of the council, to the state pub- 
lic service commission and the Federal Securi- 
ties and Exchange Commission, to place the 
city first in the field in case the SEC orders 
disposal of the holding company’s Madison 
utility. Straus, who reported a syndicate of 
wealthy Wisconsin men was being organized 
to take over the Madison gas and light system, 
suggested that a joint citizen-council committee 
be delegated to handle purchase negotiations. 
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The Latest 
Utility Rulings 


Meter Reading and Billing Proposals 
Modified by Commission 


ROPOSALS by New York companies 
Pretating to meter reading and billing 
were disapproved by the New York com- 
mission on the ground that they allowed 
too much latitude and choice to the com- 
pany as to the method it might adopt. If 
they were to become effective, it was said, 
the company could apply any one of 
many different plans in all or parts of 
their territory and the company would be 
the sole judge of which plan or plans 
were to be used. Commissioner Van 
Namee, summarizing the provisions, 
said : 


The provisions would permit the com- 

panies to schedule meter readings for any 
period up to sixty-six days where no demand 
meter is installed for billing purposes. Where 
meters are read at intervals other than 
twenty-eight to thirty-three days the appli- 
cable monthly charges would be “corre- 
spondingly adjusted.” Where bills are ren- 
dered for other than a scheduled period the 
monthly rates would be prorated to the near- 
est one-tenth of a month (three days). When 
readings are scheduled for longer than 
twenty-eight to thirty-three days the com- 
panies may render an interim bill which 
would be credited upon the bill rendered 
thereafter for the full use of service during 
the extended period as shown by the meter 
readings. 
_ These provisions would, according to tes- 
timony .. . permit the companies to continue 
the present plan of monthly meter reading 
and billing or to apply one or more of many 
other plans. 


One objectionable feature was the 
failure to provide that any customer 
might read his own meter and be billed 
each month according to the reading. The 
company, it was said, should send to any 
customer requesting it a supply of forms 
upon which the reading of the meter 
might be noted, the form to be returned 
to the company. This would render im- 
possible any increase to any such cus- 
tomer by reason of the change in method 
of meter reading and billing. 

New provisions, it was concluded, 
should be filed on statutory notice and 
be accompanied by an affidavit of noti- 
fication to the Office of Price Adminis- 
tration. 

Objections to new metering and bill- 
ing plans were made by representatives 
of labor unions, who expressed concern 
about the plan creating unemployment. 
Commissioner Van Namee, answering 
their objection, said that the commission 
had already pointed out that the commis- 
sion has no authority to deal with purely 
labor questions or problems of unem- 
ployment. The concern of the commis- 
sion is rather with rates and service, ob- 
taining for consumers adequate service 
at the lowest possible rates, and promot- 
ing economies to prevent rate increases. 
Re Consolidated Edison Co. of New 
York, Inc. et al. (Case 10956). 


t 


New York Commission Rules on Rate Case 
Elements 


EH New York commission, in a 
case in which a complaint against 
rates was dismissed, ruled on many con- 
troversial questions affecting rate mak- 


ing. No evidence of reproduction cost 
was submitted as the company relied 
upon its ability to show that even on an 
original cost basis its rates were not too 


587 APR. 29, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


high. The commission disapproved capi- 
talization of overheads on the basis of 
“impractical and arbitrary methods,” held 
that the burden of proof was on the com- 
pany to show the amount of existing de- 
preciation, ruled that one of the factors 
that must be established in determining 
depreciation by the age-life method is 
the average useful life of the property in 
each plant account, excluded revenues 
and expenses on merchandising and job- 
bing activities as not proper in rate-mak- 
ing determinations, and held that funds 
collected from consumers, which are 
awaiting distribution to bondholders and 
stockholders, are not an element of oper- 
ating working capital. The balance in the 
cash account, it was said, cannot be con- 
sidered a proper measure of the reserve 
cash actually required. 

The commission has repeatedly and 
consistently deducted from the rate base 
customer contributions which have not 
been returned and on which customers 
receive no interest. This position has 
been attacked in two court cases: New 
Rochelle Water Co. v. Maltbie (1936) 
248 App Div 66, 15 PUR(NS) 32, 289 
NY Supp 388 ; Long Island Lighting Co. 
v. Maltbie (1937) 249 App Div 918, 18 
PUR(NS) 225, 292 NY Supp 807. In 
the first case the court indicated that the 
fundamental points to be determined are 
as to what properties the company has 
title to and what the value of that proper- 
ty is, regardless of equitable consider- 
ations. In the other case the court held 
that the commission was in error but 
sustained the commission’s order, hold- 
ing that there was neither confiscation 


nor failure to fix reasonable ates, 
Neither of these cases was reviewed by 
the court of appeals. 

There was no testimony regarding 
title or ownership of the property. It was 
pointed out that various portions of sery- 
ices might be located upon premises of 
the consumer and therefore be a part of 
his property, whether paid for by the 
consumer or by the company. The burden 
of proof was said to be upon the com- 
pany, and even if the commission were 
to apply the rule laid down by the appel- 
late division, it would be impossible to do 
so on the record. 

A fee paid to Stone & Webster Sery- 
ice Corporation for advisory services 
was disallowed for failure to prove what 
services had been furnished. Legal ex- 
penses were disallowed in part for lack 
of proof as to the portion which should 
be charged to operating expenses as dis- 
tinguished from other accounts, such as 
stock and mortgage expense. Some of 
these expenses were considered nonre- 
curring. 

A calculation of Federal income tax at 
the 1941 rate was said to be merely of 
academic interest. Increases in sales and 
increased Federal income tax rates were 
required to be given weight. 

In any detailed consideration of rate 
of return, it was said, the first thing to 
be considered is the current cost of 
money, for a fair rate of return is not a 
static rate which is applied indiscrimi- 
nately year after year to all utilities alike 
irrespective of actual conditions. Twen- 
ty-five or More Customers v. New York 
& Richmond Gas Co. (Case 10367). 


7 


Accounting for Inflation Associated with Stock When 
Capital Surplus Nonexistent 


DIFFICULT question was presented to 

the Federal Power Commission on 
a reclassification of accounts of the 
Minnesota Power & Light Company 
with respect to the disposition of a bal- 
ance in Account 107, Electric Plant Ad- 
justments, representing inflation in con- 
nection with securities issued several 
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years ago. The commission ordered that 
this amount be charged to Earned Sur- 
plus with a condition that the company 
might charge a part of it to a Capital 
Surplus created for such purpose. Com- 
missioner Draper, dissenting, was of the 
opinion that the amount should be 
charged to the Common Stock Account, 
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thus correcting an original erroneous en- 


try. 

‘When the foregoing inflation was re- 
corded in the plant accounts, the com- 
mission pointed out, an offsetting credit 
was necessarily made to some other ac- 
count, or accounts. It was said to be ob- 
yious that the offsetting credit was to a 
security account— bonds, preferred 
sock, or common stock. The facts 
showed that the inflation was associated 
with the issuance of common stock to the 
parent company. 

Inasmuch as this inflation was accom- 
panied by a concurrent and equal infla- 
tion of the common stock account, the 
commission continued, it might seem, 
upon first consideration, that a simple 
and direct method of removing the infla- 
tion would be to reverse the entries by 
charging this amount to the common stock 
account. This, however, was viewed as 
tantamount to an involuntary reduction 
of the book or stated value of the com- 
mon stock, without the company having 
complied with legal requirements for 
that purpose. The commission continued : 

Since this inflation is associated with the 
issuance of capital stock it could be charged 
to a capital surplus account. In the instant 
case there is no capital surplus. Despite this 
it has been suggested that such inflation 
might be written off to a nonexistent capital 
surplus thus creating a “capital surplus 
deficit.” A “capital surplus deficit” (debit) 
existing alongside an earned surplus (credit) 
would produce an anomalous and confusing 


e 


financial statement to say the least. If con- 
strued as a compulsory reduction in the 
book or stated value of the common stock, 
this method would be subject to the same 
objections as charging the inflation direct to 
the common stock account. If, on the other 
hand, the capital surplus deficit thus created 
is given no significance, such a disposition 
of the inflation would be the equivalent of 
no disposition. Even more important is the 
fact that such a confusing entry would cast 
considerable doubt upon the availability for 
dividend purposes of any amount in the 
earned surplus account which was less than 
the “capital surplus deficit.” 


American Power & Light Company, 
during its ownership of the property be- 
fore a sale to Minnesota in 1923 and 
1924, had received dividends from sub- 
sidiaries in excess of their net income and 
also interest from a subsidiary, which 
had accrued on the latter’s note prior to 
the time it became a subsidiary. Such 
dividends and interest, said the commis- 
sion, represented the return of capital, 
which should have been credited to in- 
vestment rather than income account. 

At the time of acquisition of the 
properties an amount in excess of book 
cost to the parent had been entered on 
Minnesota’s books. The total amount of 
these two items was required to be classi- 
fied in Account 107, Electric Plant Ad- 
justments, and disposed of by charges to 
earned surplus and other accounts along 
with other inflationary items. Re Minne- 
sota Power & Light Co. (Docket No. IT- 
5769, Opinion No. 89). 


Accounting for Property Purchased for Less 
Than Original Cost 


BG: difference between a purchase 
price of $100,000 and the original 
cost of approximately $300,000 was held 
by the New York commission to be the 
depreciation existing in a natural gas 
transmission main acquired by the 
Rochester Gas & Electric Corporation 
from the Cabot Gas Corporation. 

The company was required to debit 
Account 106.2, Manufactured Gas Plant 
Purchased, and credit Account 222, Ac- 
counts Payable, for the amount of the 
purchase price in order to record the pur- 
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chase. The company was ordered to 
make a second journal entry debiting Ac- 
count 101, Manufactured Gas Plant in 
Service, with the original cost of the 
main and crediting the purchase price to 
Account 106.2, Manufactured Gas Plant 
Purchased, and the balance of original 
cost to Account 250.1, Reserve for De- 
preciation of Manufactured Gas Plant in 
Service. 

The company had proposed to make 
the first journal entry as prescribed by 
the commission, but it proposed to credit 
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Reserve for Depreciation with only about 
$35,000, crediting the balance of the dif- 
ference between purchase price and 
original cost to Account 105, Manufac- 
tured Gas Plant Acquisition Adjust- 
ments. 

There was conflicting testimony as to 
actual depreciation. The main had origi- 
nally been constructed for transmission 
purposes but the Rochester company 
considered that it had a value for storage 
purposes and for future development of 
suburban territory following abandon- 
ment by the Cabot company. 

A witness for the commission testified 
that the line was not built to transmit 
small amounts of manufactured gas for 
local use. He stated that the depreciation 
accrued during the period of Cabot’s use 
was the depreciation applicable to natu- 
ral gas service and that so far as that 
ownership and the purpose for which it 
was built was concerned, depreciation 
was 100 per cent of the service value, or 
the difference between the original cost 
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and net salvage, the net salvage in this 
case being the $100,000 for which the 
Cabot company was able to sell the line 
to Rochester Gas & Electric Corporation, 
Commissioner Burritt concluded: 


The corporation’s method of determining 
depreciation existing in the Cabot property 
acquired by it, is not applicable in the situ- 
ation here presented, either theoretically or 
practically. Its proposed journal entries 
would establish on its books depreciation for 
this acquired property which is wholly in- 
adequate to reflect the depreciation actually 
established by the purchase and sale of the 
property, and which is now to be used by 
the corporation for a purpose different from 
that for which it was originally constructed 
and formerly used. 

I find that the difference between the pur- 
chase price of $100,000 and the original cost 
to Cabot of $314,738.46 is the proper measure 
of the depreciation existing in the property, 
There can be no doubt of this because the 
actual sale of the property by arm’s-length 
bargaining established the price which 
roughly represented salvage value. 


Re Cabot Gas Corp. and Rochester Gas 
& Electric Corp. (Case No. 10549). 


Telephone Company Not Required to List 
Associates of Subscriber 


Se by an attorney against 
the refusal of a telephone company 
to list his associates in the classified di- 
rectory under the heading “lawyers” was 
dismissed by the Pennsylvania commis- 
sion for lack of jurisdiction. It was diffi- 
cult, said the commission, to see how the 
company was under an obligation to sup- 
ply the subscriber’s associates with the 
same service as that furnished to him be- 
cause the associates were not subscribers 
and therefore not entitled to the same 
privileges. 

The tariff did not provide for addi- 
tional classified listings, and the commis- 
sion was of the opinion that if the com- 
plainant had an agreement with the com- 
pany for additional listings it was of 
such a private nature that his remedy at 
law for breach of contract was adequate 
and the commission was without juris- 
diction. The commission ruled that it 


should assume jurisdiction only over that 
portion of the classified directory which 
lists under business and_ professional 
headings subscribers whose names ap- 
pear in the alphabetical directory. 
Although disposing of the complaint 
on this jurisdictional ground, the com- 
mission discussed the nature of directory 
service and obligations of the company 
in connection with it. Service, as used in 
the Public Utility Law, it was said, is 
not limited to certain services but in- 
cludes all things furnished or supplied 
by a public utility. The telephone direc- 
tory is furnished in furtherance of tele- 
phone service. The commission added: 
While the reservation by respondent of 
the right to choose its advertisers, with re- 
spect to bold-face listings and display adver- 
tising, may not be a dedication to the pub- 
lic, its undertaking to publish the names of 
all business and professional subscribers, 
who desire it, is a dedication to that part of 
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the telephone-using public. Therefore, as to 
light-type listings of business and profes- 
sional subscribers in a classified directory, it 
is a public service. 

The Public Utility Law in Article IV, 
§ 401 (66 PS 1171) provides that every pub- 
lic utility shall furnish and maintain ade- 
quate and reasonable service. The classified 
directory is not such a service the commis- 
sion could order the respondent to furnish, 
provided its other services are adequate. We 
believe respondent’s alphabetical directory, 
street address directory, and information and 
intercepting services are adequate. However, 
once having published a classified directory, 
respondent should not be absolutely free of 


regulation, at least in so far as service fur- 
nished to subscribers. 


The commission also expressed the 
opinion that a tariff, excluding telephone 
directory listings, would not determine 
the question of commission jurisdiction 
as this would be tantamount to saying 
that the company had the power of de- 
ciding over what the commission has 
jurisdiction, which would be contrary to 
public interest. Steerman v. Bell Tele- 
phone Co. of Pennsylvania (Complaint 
Docket No. 13296). 


e 
WPB Rule Bars Extension 


pe Pennsylvania commission re- 
scinded an order directing a gas 
company to serve three prospective con- 
sumers because the amount of pipe in 
the extension exceeded the permissible 
allowance in the War Production Board’s 
regulation. In November, 1942, the com- 
mission sustained a complaint against a 
refusal to furnish service, but later it 
was informed that the company was ap- 
pealing to the War Board as it believed 
the commission order was in violation of 
the board’s regulation. 

The War Production Board informed 
the commission that it passed on the 
question on the basis of provisions of the 
applicable orders as they stood at the 
date when the question was first sub- 
mitted to the board for formal ruling, 
regardless of whether a more favorable 


ruling might have been made if submitted 
at an earlier date. This war agency, it 
was said, was engaged in rationing criti- 
cal materials vital to the war effort, and 
it must be guided by the situation exist- 
ing at the time it is called upon to release 
a supply of critical material. 

The gas situation in the region in- 
volved, the board continued, was “very 
tight” and gas supplies were urgently 
needed to maintain service to war plants. 

Commissioner Buchanan, in a dissent- 
ing opinion, objected that the War Pro- 
duction Board had interpreted its regu- 
lation erroneously because of the in- 
formal representation of the manage- 
ment of the company and without hear- 
ing the complainant. Stewart v. Lawson- 
ham Oil & Gas Co. (Informal Complaint 
Docket No. 14794). 


e 


Cost of Easements Granted 


A agreement between a railroad 
4% company and a municipality grant- 
ing an easement for construction and 
maintenance of a sanitary sewer system 
on railroad property was disapproved by 
the Pennsylvania commission, on the 
ground that the consideration required 
of the municipality was unreasonable. 
This, it was found, was based solely upon 
a judgment figure arbitrarily chosen by 
railroad representatives rather than cost 


by Railroad for Sewer Line 


to the railroad. It was not a nominal or 
nonrevenue-producing consideration. 
Commissioner Morgal, in a dissenting 
opinion, expressed the view that in addi- 
tion to the recovery of past and future 
probable out-of-pocket costs in connec- 
tion with the installation and mainte- 
nance of the sewer line, the railroad com- 
pany was entitled to charge a rental for 
use and occupancy of its property. The 
majority, he said, had denied the rail- 
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road even a nominal allowance for use 


and occupancy. Chairman Siggins also. 


dissented. 

Filing of the easement agreement af- 
ter construction had been virtually com- 
pleted was considered violative of the 
Public Utility Law. The agreement pro- 
vided, however, that it should take ef- 
fect thirty days after a copy was filed 
with the commission. The commission 
said that since the parties had agreed to 
deny themselves any enforceable rights 
under the agreement, it would consider 


F goon of more than nine months in 
appealing from a commission order 
granting a certificate was held to be such 
an unreasonable delay as to bar the right 
to appeal, where no showing was made 
that the delay was due to reasonable 
causes. Red Arrow Freight Lines v. Mis- 
souri-Pacific Freight Transport Co. 166 
SW (2d) 747. 


A New York court held that commerce 
between points in the state and an Indian 
reservation in the same state is an intra- 
state operation for which state commis- 
sion authorization is required, and motor 
transportation of passengers between 
points in the state and a city located with- 
in the reservation is not commerce with 
an Indian tribe within the contemplation 
of the Constitution. An Indian nation is 
not a “state” or a “foreign nation.” Pub- 
lic Service Commission v. Edwards 
Motor Transit Co. Inc. 39 NY Supp(2d) 
119. 


A coal dealer purchasing coal at mines 
and transporting it to his own customers 
or to his storage yards in his own trucks 
is not a common or contract carrier, ac- 
cording to a ruling of the Pennsylvania 
commission, even though this transporta- 
tion is conducted in certificated trucks, 
when he does not carry coal in the trucks 


the matter as being in substantial com- 
pliance with the act. 

A motion to dismiss the proceeding 
for the reason that the commission lacked 
jurisdiction over matters of this type was 
denied. Railroads, having sought the 
benefits of the Public Utility Law, were 
in no position to complain of the com- 
mission’s jurisdiction. Pennsylvania 
Public Utility Commission v. Easton & 
Northern Railroad Co. et al. (Complaint 
Docket No. 13399, Public Utility Mu- 
nicipal Contract 567). 


7 


Other Important Rulings 


at the same time and on the same trips 
in which he carries freight. Re Levy 
(Application Docket No. 23144, F 10). 


The leasing of equipment to mercan- 
tile establishments for transportation of 
property was held to constitute common 
carriage subject to the jurisdiction of the 
Pennsylvania commission even though 
shippers would have complete control 
over the trucks and drivers, where the 
lessor would assume complete responsi- 
bility for safe carriage of the cargo. Re 
Allen Management Co. (Application 
Docket No. 59103, Folder 2). 


Rival applications for operating au- 
thority, according to the Pennsylvania 
commission, should be decided upon the 
basis of experience, fitness, managerial 
organization, and financial resources of 
the applicants, and where two applicants 
are found well qualified, authority should 
be granted to the one whose application 
was first filed. Re Shelly (Application 
Docket Nos. 61496, 61546). 


A railroad, according to a Wisconsin 
decision, need not maintain fences on 
both sides of its right of way where the 
road has been abandoned and the track 
torn up. Olson v. Illinois Central R. Co. 
(2-R-1495). 





Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE THE CALIFORNIA OREGON POWER COMPANY 


FEDERAL POWER COMMISSION 


Re The California Oregon Power Company 


[Docket No. IT-5714, Opinion No. 87.] 


Accounting, § 32 — Excess of acquisition cost ever original cost — Intangibles — 


Amortization. 


1. Excess of acquisition cost over original cost of operating units or sys- 
tems purchased, representing payments for nuisance value, going value, 
franchise value, monopoly value, and other similar intangibles, should not 
be permitted to remain indefinitely in Account 100.5, Electric Plant Acqui- 
sition Adjustments, but should be amortized by annual charges to Account 
537, Miscellaneous Amortization, p. 195. 


Accounting, § 24.1 — Payment to affiliate — Write-ups — Profits of affiiate. 
2. An amount which a power company has established in Account 100.1, 
Electric Plant in Service, representing profits on engineering and legal fees 
paid to an affiliated company and interest during construction on such prof- 
its, does not represent a proper part of the cost of electric plant but instead 
represents write-ups or inflation properly includible in Account 107, Elec- 


tric Plant Adjustments, p. 197. 


Accounting, § 48 — Electric plant adjustments — Disposition. 


Determination by Federal Power Commission as to proper disposition of 
amounts established in Account 107, Electric Plant Adjustments, by charges 
to various accounts, including the disposition of an amount by a charge to 
capital surplus to be created through a capital contribution of an affiliated 


company, p. 198, 


[February 3, 1943. Rehearing denied March 16, 1943.] 


| ae relating to accounting entries; determination 
made as to proper entries and disposition of amounts. 


APPEARANCES: Helmer Hansen 
and James S. Moore, Jr., for the Cal- 
ifornia Oregon Power Company; 
George Slaff and Robert L. Russell, 
for the Commission; Alvin A. Kurtz, 
for the Public Utilities Commissioner 
of Oregon. 


By the Commission: This proceed- 
ing arises under the Federal Power 
Act and relates to accounting entries 
which should be made by The Califor- 
nia Oregon Power Company (herein- 
after sometimes referred to as 
[13] 


193 


“COPCO”) pursuant to our Uniform 
System of Accounts prescribed for 
public utilities and licensees. 


History of the Proceedings 


The pertinent facts are as follows: 

On December 29, 1939, COPCO 
submitted its proposed reclassification 
of accounts and original cost studies 
to this Commission pursuant to the 
requirements of Electric Plant Ac- 
counts Instruction 2—D of the Com- 
mission’s Uniform System of Ac- 
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counts. By reason of certain defi- 
ciencies in that study, COPCO was 
requested to and did submit a revised 
study on March 21, 1941. 

Thereafter a field examination was 
made jointly of COPCO’S studies by 
the staffs of this Commission, the 
Railroad Commission of the state of 
California and the Public Utilities 
Commissioner of Oregon, who pre- 
pared a joint report entitled, “The 
California Oregon Power Company, 
Medford, Oregon, Report on the Re- 
classification and Original Cost Stud- 


ies of Electric Plant as of January 1, 
1937.” 


On June 14, 1941, this joint report 
was transmitted to COPCO with the 
request that the adjustments indicated 
in the report be made and that plans 
be submitted for the disposition of 
the amounts established by the staffs 


in Account 100.5, Electric Plant Ac- 
quisition Adjustments, and Account 
107, Electric Plant Adjustments. 
COPCO having failed to comply, 
we adopted an order on July 15, 1941, 
requiring it to show cause at a public 
hearing why it should not make the 
accounting adjustments proposed in 
the report and dispose of the amounts 
established in Accounts 100.5 and 107. 
We set the hearing for August 11, 
1941, but it was not held until Feb- 
ruary 26, 1942, by reason of numer- 
ous postponements granted by the 
Commission at the request of COPCO. 


Hearings were held in San Francisco, 
California, from February 26 to 
March 4, 1942. 


The Public Utilities Commissioner 
of Oregon participated in the proceed- 
ings. 

The Issues 


The issues may be stated as fol- 
lows: 

1. Whether the amount of $828. 
684.97, established in Account 100.5, 
Electric Plant Acquisition Adjust- 
ments, should be amortized or permit- 
ted to remain indefinitely in that Ac- 
count. 

2. Whether an amount of $636, 
237,23,* classified by COPCO in Ac- 
count 100.1, Electric Plant in Serv- 
ice, is properly classifiable in Account 
107, Electric Plant Adjustments. 

3. The disposition of the amounts 
properly classifiable in Account 107. 


Jurisdiction 


COPCO does not contest the juris- 
diction of the Commission as to its 
status as a “public utility” within the 
meaning of the Federal Power Act. 
The evidence clearly establishes that 
the company owns and operates facili- 
ties both for the transmission of elec- 
tric energy in interstate commerce and 
for the sale at wholesale of electric 
energy in interstate commerce, and, 
therefore, is subject to our jurisdic- 
tion. 





1Electric Plant Accounts Instruction 2-D 
provides, p. 38: 

“D. Not later than two years after the ef- 
fective date of this system of accounts, each 
utility shall have completed the studies neces- 
sary for classifying its electric plant as of the 
effective date of this system of accounts in ac- 
cordance with the accounts prescribed herein 
and it shall submit to the Commission the 
entries it proposes to make to carry out the 
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provisions of this instruction. It shall submit 
also a comparative balance sheet showing the 
accounts and amounts appearing in its books 
as of the effective date of this system of ac- 
counts and the accounts and_ respective 
amounts as of the same date after the pro- 
posed entries shall have been made.” 

2 This amount appears in the joint report as 
$675,856.46. It was revised during the course 
of the hearing to the present figure. 
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Disposition of Amounts Established 
in Account 100.5, Electric Plant 
Acquisition Adjustments 


[1] In its revised original cost 
study COPCO established the amount 
of $828,684.97 in Account 100.5, 
Electric Plant Acquisition Adjust- 
ments. There is no dispute as to the 
origin or classification of this amount. 
It represents the excess of acquisition 
cost over original cost of operating 
units or systems purchased. The issue 
is whether such amount should be 
properly amortized or permitted to re- 
main indefinitely in Account 100.5.° 

This problem was before us very 
recently in the St. Croix Cases* and 
again in Re Pacific Power & Light 
Co. In the case before us we ad- 


here to the conclusions therein reached 
that : 
“Except for fictitious or paper in- 


crements, which should be charged off 
at once (American Teleph. & Teleg. 
Co. v. United States [1936] 299 
US 232, 240, 81 L ed 142, 16 PUR 
(NS) 225, 57 S Ct 170), provision in 
advance of retirement should be made. 
In fact, such provision is mandatory 
under our, and most, if not all, sys- 
tems of accounts. In practice, tangi- 
ble plant assets are generally depreciat- 
ed, whereas intangible assets are 
amortized. Accordingly, amounts in 
Account 100.5 should either be charged 
off immediately or spread over a rea- 
sonable period of time, if proper pub- 
lic utility accounting practices are to 
prevail.” 

COPCO urges that the amount 
should be permitted to remain indefi- 


nitely in Account 100.5 since it is “part 
of the actual investment prudently and 
necessarily made in the development 
of its present system” and that such in- 
vestment “was made to bring to the 
systems, the investors therein and to 
customers in the area served, the bene- 
fits of integrated and interconnected 
electric utility service and more effi- 
cient utilization of property construct- 
ed and acquired.” 

In support of its contention COPCO 
offered the testimony of one witness, 
a Mr. Bash, the chief clerk of its ac- 
counting department. Bash’s claim 
that the excess of acquisition cost over 
original cost represented payments for 
“water rights,’ “flood rights,” “or- 
ganization expenses,” “development 
costs,” and a balancing figure called 
“unclassified balance” is based upon 
an analysis of a rate order entered by 
the Oregon Commission on July 16, 
1917, some six or seven years after 
the acquisitions had been made. It 
should first be observed that the claim 
that the excess represents payments 
for “water rights,” etc., appears to be 
inconsistent with COPCO’S conten- 
tion that it is “part of the actual in- 
vestment prudently and necessarily 
made in the development of its pres- 
ent system’’ and that such investment 
“was made to bring to the systems, 
the investors therein and to customers 
in the area served, the benefits of in- 
tegrated and interconnected electric 
utility service and more efficient utili- 
zation of property constructed and ac- 
quired.” Secondly, aside from this in- 
consistency, an examination of Bash’s 





8 Account 100.5 provides that the amounts 
recorded therein with respect to each prop- 
erty acquisition “shall be depreciated, amor- 
tized, or otherwise disposed of, as the Com- 
Mission may approve, or direct.” 
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4 (1942) F.P.C. Opinions Nos. 72 and 72-A, 
43 PUR(NS) 1, 11. 

§ (1942) F.P.C. Opinion No. 84, 46 PUR 
(NS) 131, 
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testimony indicates that his claims are 
without substance.* Thus, the record 
shows that COPCO has failed to sus- 
tain the burden which is upon it. 

We need not rest our decision, how- 
ever, upon COPCO’S failure to meet 
the burden of proof. There is affirma- 
tive testimony in the record by the 
staffs of the Commissions which clear- 
ly indicates the excess of acquisition 
cost over original cost represented pay- 
ments for nuisance value, going value, 
franchise value, monopoly value, and 
other similar intangibles. Such evi- 
dence consists of letters and reports 
from COPCO’S files which were writ- 
ten at or about the time of the pur- 
chases to which they relate.” 

It is not necessary to theorize as to 
the specific type of intangible which 
this excess represents. The intangi- 


bles represented by the excess all have 


a tendency to merge one into the other 
and can principally be explained in 
terms of potential earning power.® 
They represent basically a capitaliza- 
tion of that factor. It is because of 


this single dominant element common 
to such intangibles that sound account. 
ing dictates their rapid elimination, 

These intangibles can neither be 
seen nor touched and are rarely un- 
derstood. Cf. Mr. Justice Black dis. 
senting, in McCart v. Indianapolis 
Water Co. (1938) 302 US 419, 436, 
82 L ed 336, 21 PUR(NS) 465, 58 
S Ct 324. It is of importance that 
“such phantom concepts of property” 
(ibid) should not have a permanent 
resting place in the plant accounts of 
public utilities. Their ephemeral na- 
ture requires that although they may 
be properly established in the plant ac- 
counts at the outset they should then 
be removed quickly therefrom. All 
expert accounting witnesses in this 
proceeding, including those for 
COPCO, are in agreement that rapid 
amortization of the cost of intangibles 
is sound and prudent accounting. 

We come then to the period of 
amortization. It is the position of the 
staffs that the amount of $828,684.97 
should be disposed of by equal annual 





6 The witness candidly admitted under 
cross-examination that he had no knowledge 
of how the figures he had taken from the 
Oregon rate order had been made up. For 
example, he testified under cross-examination: 


Q. Now, with respect to the item of de- 
velopment costs, you show $258,802.80 in con- 
nection with the acquisition from the Ray 
interests. Do you know how that was made 
up! 
A. No, I don’t know how it is made up. 
I just took that figure out of Order 211. 

Q. What about the corresponding figure for 
development cost shown as applicable to the 
— from the Moore interests, of 


A. Same is true of that figure; taken right 
out of the order. 


7For example, in connection with the ac- 
quisition by Siskiyou Electric Power & Light 
Company, a predecessor of COPCO, of the 
stock of Rouge River Electric Company, the 
vice president of COPCO wrote to its presi- 
dent on May 11, 1923, two months before the 
purchase: 
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“T am very anxious indeed that both you 
and Mr. Grant, as well as any other mem- 
bers of the Board who desire to do so, make 
a personal inspection of the Roseburg prop- 
erties (Douglas County Light & Water Com- 
pany) because if we make the purchase of 
the properties J feel satisfied that we will be 
forced to pay an amount considerably tn ex- 
cess of the present day physical value of the 
system itself—in other words, the whole ques- 
tion as to whether or not we should purchase 
these properties will hinge upon the value that 
we wish to place upon intangibles, including 
the value of the strategic position, and the 
possibilities of the territory, etc. a 
(Italics ours.) 

A few days later this same vice president 
again wrote to the president of COPCO: 

“ . . . There will necessarily be a cor- 
siderable differential in value between the 
physical value of the properties and the pur- 
chase price. This difference represents the 
intangible value of the property.” (Italics 
ours. ) 

8Re Pacific Power & Light Co. supra, 
note 5. 
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charges over a period of ten years, 
commencing with the year 1942, to 
Account 537, Miscellaneous Amortiza- 
tion. Though a shorter amortization 
period could be justified by reason of 
the fact that some of this excess has 
been in COPCO’S plant account for 
some thirty years, we find that an 
amortization period for ten years, be- 
ginning with 1942, is not unreasona- 
ble. We also find that the charges 
should be made to Account 537. 


The. Proper Classification of $636,- 
237.23 Intercompany Profits 


[2] In its revised original cost 
studies, COPCO voluntarily classified 
an amount of $3,350,800.20 in Ac- 
count 107. There is no dispute as to 
this amount. The only issue relating 
to the classification of amounts in Ac- 
count 107 revolves about an amount 
of $636,237.23° which COPCO estab- 
lished in Account 100.1, Electric Plant 
in Service. The staffs contend this 
amount is properly classifiable in Ac- 
count 107 as a write-up since it repre- 
sents profits on engineering and legal 
fees paid by COPCO to Byllesby En- 
gineering & Management Corporation, 
an affliated company, and interest dur- 
ing construction on such profits. It 
is admitted by COPCO that during the 
period in question, February 1, 1926, 
to December 31, 1935, it and Byllesby 
were under common control of Stand- 
ard Gas & Electric Company and that 
during this period Byllesby made a 





9In the joint report this figure is shown as 
$675,856.46. It was revised at the hearing 
by the Commission’s staff. The difference of 
$39,619.23 represents additional engineering 
Costs applicable to “Special Construction Con- 
tracts” and interest during construction on 
such additional engineering costs. 
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profit from the fees and charges paid 
by COPCO. 

In the St. Croix Cases, supra, the 
Commission considered precisely the 
same question as is presented here, 
that is, whether profits realized by an 
affiliated service company are a prop- 
er part of the cost of electric plant of 
the accounting utility. We held there 
that such profits are not a proper part 
of the cost of electric plant, but instead 
represent write-ups or inflation proper- 
ly includible in Account 107. The 
profits involved here also arise out of 
an agreement between the affliated 
companies not entered into at arm’s 
length where both companies are un- 
der the common control of still anoth- 
er company. 

It is contended by COPCO that 
this amount of $636,237.23 is exces- 
sive by $94,869.23, representing addi- 
tional costs of services rendered to or 
for COPCO by Byllesby. The record, 
however, shows that this balance in- 
cludes items which are not applicable 
to COPCO’S construction; items 
which duplicated allowances already 
made; items of Federal income taxes 
computed on the profits ; and losses on 
projects not included in COPCO’S 
fixed capital accounts, none of which, 
in our opinion, or in the opinion of 
COPCO’S witness, Hamilton, are 
proper items of cost of rendering serv- 
ice for or on behalf of COPCO. 

No evidence has been offered which 
refutes the staff’s position that no part 
of the $636,237.23 represents actual 
cost of serving COPCO. As a sub- 
stitute for evidence of actual cost, 
COPCO relies upon a ratio developed 
by applying “net income from all 
sources” to “revenue from all sources” 
for each year in question. This ratio 
47 PUR(NS) 
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was then applied to the service charges 
assessed COPCO by Byllesby for each 
year in an effort to determine the over- 
all profit on the fees collected by 
Byllesby under the “Engineering Con- 
tract.”” In another case before us, in- 
volving the same service company, a 
similar method was used in an attempt 
to determine the cost of rendering 
service to an affiliate. We rejected 
such method there for the reason that 
it did not enable the Commission to 
determine with reasonable certainty 
the cost of the services within the 
meaning and intent of the act, and we 
reject that method here for the same 
reason.” 

We find, therefore, that the amount 
of $636,237.23 should be transferred 
from Account 100.1, Electric Plant in 
Service, to Account 107, Electric 
Plant Adjustments, as a write-up. 


Disposition of Amounts Established in 
Account 107, Electric Plant Ad- 
justments 


We have determined that the 
amount of $636,237.23 is properly 
classifiable in Account 107 as a write- 
up of electric plant. COPCO in 
its revised original cost studies, as we 
have already indicated, classified an ad- 
ditional amount of $3,350,800.20 in 
Account 107. There is, therefore, be- 
fore us for disposition, an amount of 
$3,987,037.43 classifiable in Account 
107.4 

There is complete accord between 
the staffs and COPCO as to the dispo- 
sition of $713,275.19 thereof. It is 
proposed to dispose of such sum as 
follows: 


To Account 111, Investment in 
Associated Companies 

To Accounts 125.2, Accounts Re- 
ceivable—Other 

To Account 
Survey 
Charges 

To Account 150, Discount on 
Capital Stock 

To Account 151, Capital Stock 
Expense 

To Account 250, Reserve for 
Depreciation of Electric Plant 

To Account 251, Reserve for 
Amortization of Limited-Term 
Electric Investments 

To Account 265, Contributions in 
Aid of Construction 


$885.81 
: (37,427.25) 
142, Preliminary 
and Investigation 
257,547.59 
353,503.35 
262,363.17 


11,402.54 


(112,332.60) 
(22,667.42) 
$713,275.19 


We find that the proposed disposi- 
tion of the $713,275.19 is in accord 
with correct principles of accounting 
and we, therefore, order the forego- 
ing disposition to be made of such 
amount. 

With respect to an amount of $2,- 
637,525.01, established in Account 
107, COPCO has proposed a plan of 
disposition with which the staffs are in 
accord. This plan, which is depend- 
ent, in part, upon the creation of a 
Capital Surplus through a capital con- 
tribution of Standard Gas and Elec- 
tric Company, provides for the dispo- 
sition of $1,817,717.65 by an immedi- 
ate charge to the Capital Surplus which 
is to be created, $779,743.34 by an im- 
mediate charge to Account 27/1, 
Earned Surplus, and $40,064.02 there- 
of by a charge to Water Plant Ac- 
count 108.5, said latter sum represent- 
ing the excess of acquisition cost over 
original cost of Dunsmuir Water Sys- 
tem acquired by COPCO. 

We find that the proposed disposi- 
tion of the $2,637,525.01 is in accord 
with correct principles of accounting 





10Tn Re Louisville Hydro-Electric Co. 
(1933) 1 Fed PC 130, 144, 1 PUR(NS) 454. 
11 Account 107 provides, in part: 
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“B. The amounts included in this account 
shall be disposed of as the Commis- 
sion may approve or direct.” 
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and we, therefore, order the foregoing 
disposition to be made of such amount. 

The remaining amount in Account 
107 of $636,237.23, for which 
COPCO has proposed no plan of dis- 
position, should be removed from the 
accounts. It should be disposed of by 
a charge to the Capital Surplus to be 
created, previously referred to, in- 
creasing such amount to $2,453,- 
954.88, if such Surplus is created by 
May 15, 1943 otherwise, it should be 
charged to Account 271, Earned Sur- 
plus. 

An order in accordance herewith 
will be entered. 

ORDER 

Upon consideration of the previous 
orders in this proceeding, the evidence 
adduced of record, the briefs and other 
documents filed, and having on this 
date made and entered its Opinion No. 
87, which is incorporated by reference 
as a part hereof ; 

The Commission orders that: 

(A) The California Oregon Power 
Company. 

(1) Dispose of an amount of 
$828,684.97, representing the excess of 
acquisition cost over original cost, es- 
tablished in Account 100.5, Electric 
Plant Acquisition Adjustments, by 
charging such amount to Account 537, 
Miscellaneous Amortization, in ten 
equal annual charges, commencing 
with the calendar year 1942; 

(2) Transfer an amount of $636,- 
237.23, representing intercompany 
profits, from Account 100.1, Electric 
Plant in Service, to Account 107, Elec- 
tric Plant Adjustments, bringing the 
total of the latter account to $3,987,- 
037.43 ; 

(3) Dispose of an amount of 
$713,275.19, established in Account 
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107, Electric Plant Adjustments, as 
follows: 


To Account 111, Investments in 
Associated Companies 

To Accounts 125.2, Accounts Re- 
ceivable—Other 

To Account 142, Preliminary 
Survey and Investigation 
Charges 

To Account 150, Discount on 
Capital Stock 

To Account 151, Capital Stock 


$885.81 
(37,427.25) 


257,547.59 

353,503.35 

262,363.17 

Depreciation of Electric Plant 11,402.54 

To Account 251, Reserve for 
Amortization of Limited-Term 
Electric Investments 


To Account 265, Contributions in 
Aid of Construction 


(112,332.60) 
(22,667.42) 
$713,275.19 


(4) Dispose of an amount of $40,- 
064.02, established in Account 107, 
Electric Plant Adjustments, by charg- 
ing Water Plant Account, 108.5; 

(5) Dispose of an amount of $779,- 
743.34, established in Account 107, 
Electric Plant Adjustments, by charg- 
ing such amount to Account 271, 
Earned Surplus ; 

(6) Dispose of an amount of $1,- 
817,717.65, established in Account 
107, Electric Plant Adjustments, by 
charging such amount to Account 270, 
Capital Surplus; 

(7) Dispose of an amount of 
$636,237.23, established in Account 
107, Electric Plant Adjustments, by 
charging Account 270, Capital, Sur- 
plus, provided, however, that such 
amount shall be charged to Account 
271, Earned Surplus, if the Capital 
Surplus, is not created by May 15, 
1943; 

(8) File with the Commission with- 
in 120 days from the date of service of 
this order, certified copies of the en- 
tries required by paragraphs (1) to 
(7), inclusive, and on or before 
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March 15th of each year thereafter with the necessity of full compliance 
the entries required by paragraph (1) with the requirements of the Public 
until the entire amount in Account Utility Holding Company Act of 
100.5 has been disposed of. 1935, and the rules, regulations, and 

(B) The provisions of this order orders issued by the Securities and Ex. 
are not to be construed as dispensing change Commission. 
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Re Uniform Power Factor Penalty Clause 


[Docket No. 7197.] 


Rates, § 328 — Electricity — Power factor penalty. 
1. Whenever a customer demands electric service at low power factor, the 
company should be authorized to collect an amount, over and above the 
rate for light and power, sufficient to compensate it for all additional ex- 
penses incurred because of the customers’ utilization at low power factor; 
provided, however, that the additional charges are based on the cheapest 
method of eliminating the low power factor condition, p. 203. 


Service, § 1 — Distinguished from commodity. 
2. Utility economics is based on the assumption that what is sold is a serv- 
ice rather than a commodity, and this service should be complete, p. 204. 
Service, § 322 — Electricity — Reactive power — Choice of customer. 
3. An electric customer should be granted the choice of whether he will 
supply his own reactive power or purchase it from the utility, since most 
customers will always require some amount of reactive power and such 


power can be supplied as economically by the utility as by the consumer, 
p. 204. 


Rates, § 322 — Electricity — Reactive power, 


4. Reactive power, which imposes measurable cost burdens on the utility, 
should not be supplied as a free service, p. 204. 

Service, § 286 — Electricity — Equipment — Correction of low power factor. 
5. An electric utility should install at its expense apparatus for correcting 
low power factor imposed on the line by a customer if the customer can- 
not be persuaded to supply his own corrective devices, especially under war 
conditions when it is desirable to relieve the lines and equipment from the 
burden of reactive power, thus decreasing loss and saving critical materials, 
p. 205. 

Rates, § 328 — Electricity — Uniform power factor clause. 

6. Each utility selling reactive power or imposing a penalty for low power 
factor should file a rate clause applicable to such sales which embodies the 
substance of the Commission’s model uniform power factor penalty clause 
providing that when the highest kilovolt amperes of reactive demand, 
measured over the demand interval, exceeds 50 per cent of the kilowatt 
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demand for the same month, an additional charge will be made in the 
amount of 25 cents per kilovolt ampere of such reactive demand, the ratio 
between active and reactive demands to be determined either by continuous 
measuring instruments or by periodic tests, p. 205. 


Electricity, § 1 — Definition — KV A. 
Definition of the symbol “KVA” as meaning the thousands of volt amperes 
consumed, hence, kilovolt amperes, p. 202. 
Electricity, § 1 — Meaning of KVA. 
Statement that kva measures the composite value of two components of 
electricity, active kva or kilowatts and reactive kva or kilovars, p. 202. 
Electricity, § 1 — Definition — KW. 
Definition of kw as the symbol for kilowatts which designates the rate of 
taking energy, or the working load, synonymeus with active kva, p. 202, 
Electricity, § 1 — Definition — Power factor. 
Statement that power factor may be expressed as the ratio of reactive 
power to active power; thus 90 per cent power factor means that this ratio 
of reactive power to active power is one-half, 80 per cent that it is three- 
quarters, 70 per cent that it is unity, and so on, p, 202. 


[February 5, 1943.] 

NVESTIGATION of proposed uniform power factor penalty 

I clause for inclusion in rate schedules of all electric utility 

companies; model clause adopted. Order contained in num- 

bered paragraphs 1 and 2 suspended until further order, owing 

to difficulty of obtaining capacitors, March 26, 1943. 
¥ 

By the Commission: The Com- uniform clause. Consequently, this 
mission issued a citation, dated May committee has been disbanded with 


13, 1942, in the above-entitled matter, 
which citation read as follows: “In 
the Matter of a Proposed Uniform 
Power Factor Penalty Clause for In- 
clusion in Rate Schedules of All Elec- 
tric Utility Companies. 


“Citation 


“The committee appointed by the 
Commission, subsequent to the meet- 
ing on October 23, 1941, between the 
Commission and representatives of 
electric utility companies, to compose 
a uniform power factor penalty clause 
for inclusion in the rate schedules of 
all electric utility companies, has been 
unable to reach an agreement on a 
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the thanks of the Commission for the 
services they have rendered in endeav- 
oring to compose a uniform power 
factor penalty clause. 

“In order that the Commission may 
determine whether a uniform power 
factor penalty clause is both feasible 
and desirable for inclusion in the rate 
schedules of electric utility companies, 
you are, therefore, ordered to appear 
before the Commission at its office in 
Hartford on Monday, June 1, 1942, 
at 11 o’clock in the forenoon, to show 
cause why the following power factor 
penalty clause should not be adopted 
by your company and other electric 
utility companies in this state when- 
ever any power factor penalty is pro- 
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posed in the rate schedule of an elec- 
tric utility company: 

“When the highest kva of. reac- 
tive demand, measured over the de- 
mand interval, exceeds 50 per cent of 
the kw demand for the same month an 
additional charge will be made in the 
amount of 25 cents per kva of such 
excess reactive demand. 

“*The ratio between active and re- 
active demands may be determined 
either by continuous measuring in- 
struments or by periodic tests at rea- 
sonable intervals and if determined by 
test the resulting ratio will remain in 
effect until a new determination is 
made.’ 

“The proposed clause set forth 
above would apply to all rate schedules 
of electric utility companies contain- 
ing a power factor penalty clause, ex- 
cept that loads of less than a specified 
demand may be specifically exempted 
under a particular schedule of an elec- 
tric utility. 

“In the event that your company 
has no objection to an order of the 
Commission requiring your company 
to include in its rate schedules the 
proposed power factor penalty clause, 
set forth above, for all rate schedules 
to which such clause applies, it will be 
sufficient if you file a letter to that ef- 
fect with the Commission prior to the 
hearing. Otherwise, your company 
will be expected to appear at the hear- 
ing and show cause, if any it has, why 
the proposed power factor penalty 
clause should not be adopted as set 
forth above. 

“Dated at Hartford, May 13, 1942. 

“J. W. Alsop, Joseph P. O’Connell, 
Clyde Olin Fisher, Public Utilities 
Commission.” 

A copy of this citation and notice 
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of the time and place of the hearing 
assigned thereon was given by the 
Commission to each electric utility 
subject to regulation by the Commis. 
sion under the General Statutes, as 
appears from the order of notice of 
the Commission, dated May 13, 1942 
and the return of its secretary on file, 

On June 1, 1942, the time assigned 
for a hearing on the citation, the fol- 
lowing utilities appeared by counsel, 
officers or technical experts: Con- 
necticut Light & Power Company; 
Connecticut Power Company; Dan- 
bury & Bethel Gas & Electric Light 
Company; Derby Gas and Electric 
Company; Hartford Electric Light 
Company ; Litchfield Electric Light & 
Power Company; Simsbury Electric 
Company; Torrington Electric Light 
Company; and United Illuminating 
Company. The Westinghouse Elec- 
tric & Manufacturing Company also 
appeared by a representative. The 
hearing was continued to and conclud- 
ed on November 16, 1942, on which 
date substantially the same companies 
appearing at the earlier hearing ap- 
peared again by the same representa- 
tives. 

Referring to the proposed uniform 
power factor penalty clause which is 
quoted in the citation set forth above, 
the symbol “kva”’ means the thousands 
of volt amperes consumed, hence, kilo- 
volt amperes. Kva measures the com- 
posite value, of two components ‘of 
electricity, active kva or kilowatts and 
reactive kva or kilovars. Kw is the 
symbol for kilowatts which designates 
the rate of taking energy, or the work- 
ing load, and is synonymous with ac- 
tive kva. Power factor may be ex- 
pressed as the ratio of reactive power 
to active power; thus, 90 per cent 
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power factor means that this ratio of 
reactive power to active power is one- 
half, 80 per cent that it is three-quar- 
ters, 70 per cent that it is unity, and 
so on. 

The rate schedules on file of the 
several electric utility companies, sub- 
ject to regulation by the Commission, 
are not uniform respecting the power 
factor penalty clause contained in 
them, as a result of which the vari- 
ance between particular companies is 
great and uniformity has appeared to 
the Commission to be desirable. As 
stated in the citation, the conferences 
between experts of the electric utility 
companies, forming a committee of 
the whole, and the electrical expert 
and consultant for the Commission, 
Professor Francis T. McNamara of 
Yale University, were not successful 
in achieving a uniform power factor 
penalty clause for inclusion in the rate 
schedules of all electric companies. 
The citation was accordingly issued to 
consider the matter upon a formal 
proceeding. 

Although not technically correct, it 
is descriptive of the problem before 
the Commission to state that an elec- 
tric utility supplies two kinds of elec- 
tricity: (1) the active kva or kilo- 
watts which are measured by the kilo- 
watt-hour meter and charged to cus- 
tomers by the utility on its energy rate 
and which are used to do work such 
as turning the motor shaft; (2) the 
reactive kva or kilovars which supply 
magnetism to electro magnetic appa- 
ratus, such as magnetizing the poles 
of the motor in order that the active 
kva may do work. Reactive kva do 
not register on the kilwatt-hour me- 
ter but the furnishing of them impos- 
es additional costs upon the utility. 
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Both active kva and reactive kva are 
necessary for complete electric serv- 
ice to the customer but some of the 
customers’ apparatus does not require 
reactive power. 

[1] It is our purpose through a 
uniform power factor penalty clause, 
to eliminate, so far as practicable, low 
power factor. Whenever a customer 
demands service at low power factor, 
the company should be authorized to 
collect an amount, over and above the 
rate for light and power, sufficient to 
compensate it for all additional ex- 
penses incurred because of the custom- 
ers’ utilization at low power factor; 
provided, however, that the additional 
charges are based on the cheapest 
method of eliminating the low power 
factor condition. 

It appears from the testimony of 
the Commission’s electrical expert, 
Professor McNamara, that the cost of 
power factor correction, or the supply- 
ing of reactive kva, should be based 
upon the achievement of this function 
by static condensors, also called ca- 
pacitors, since this is the most eco- 
nomical method. These capacitors 
are electrical devices composed of non- 
moving parts. Their significant elec- 
trical characteristics is that they neu- 
tralize or eliminate the idle current 
resulting from magnetizing the en- 
ergy-consuming apparatus of the cus- 
tomer, which is the basic cause of low 
power factor. It appears from price 
data of the General Electric Company, 
submitted at the hearing, that capaci- 
tors in the 440- to 6,900-volt range 
(the usual distribution line voltages) 
approximate about $10 per kva in- 
stalled on the line. 

If these devices are located at or 
near the customer’s load, the generat- 
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ing stations and distribution lines of 
the company will be relieved of this 
idle or magnetizing current, thereby 
making those stations and lines avail- 
able for generating and transmitting 
the working current or kilowatts, and 
thus render a more useful service, 
particularly in the present emergency. 

It is assumed that the instrumental- 
ity for correcting low power factor 
will be the installation of static con- 
densors, or capacitors, by the custom- 
er on his premises or by the utility on 
its distribution lines serving the cus- 
tomer. The installation cost of about 


$10 per kva for capacitors, plus an 
allowance for such additional invest- 
ment as may be reasonably allocated 
for this service, calls for an annual re- 
turn of $3 per kva of such equipment 
to fully compensate the utility ; hence, 
the monthly charge of 25 cents per 


kva of excess reactive demand in the 
uniform power factor penalty clause 
set forth above. 

The utilities raised no objection to 
the form of the proposed rate. Only 
one company desired to retain a kva 
demand charge. Also only one com- 
pany desired to retain a minimum pow- 
er factor of 80 per cent. At 80 per 
cent power factor the ratio of reactive 
power to active power is three-quar- 
ters while the proposal before the Com- 
mission was that this ratio should be 
one-half, corresponding to a power 
factor of 90 per cent. The utilities 
were, however, practically unanimous 
in the contention that the charge of 25 
cents per kva for the excess reactive 
kva was inadequate and that reactive 
power was a nuisance created by the 
consumer, which nuisance should be 
eliminated, or corrected, by the con- 
sumer. However, at the further hear- 
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ing, held on November 16, 1942, it 
appeared there was practically unari- 
mous agreement among the electric 
utilities of the state that the uniform 
clause proposed by the Commission be 
accepted. 

[2-4] Utility economics is based, 
however, on the assumption that what 
is sold is a service rather than a com- 
modity. This service should be com- 
plete. Since most customers will al- 
ways require some amount of reactive 
power and since such power can be 
supplied as economically by the utility 
as by the consumer, it appears to be 
equitable to grant the consumer the 
choice of whether he will supply his 
own reactive power or purchase it 
from the utility. This reactive pow- 
er, which imposes measurable cost bur- 
dens on the utility, should not be sup- 
plied as a “‘free’’ service. 

The Commission is of the opinion 
that the over-all economy of the state 
would be benefited if consumers oper- 
ated their loads at a high power fac- 
tor. The utilities should furnish to 
consumers technical advice and coun- 
sel in such matters. Even though the 
Commission has upheld the right of 
the consumer to purchase reactive 
power if he so elects, the Commission 
feels obligated to state that any cus- 
tomer who creates an excessive de- 
mand for reactive power, such as 
would be indicated by a power factor 
of less than 80 per cent at times of 
substantial load, is placing an undue 
burden on utility facilities which could 
be better employed, particularly at this 
time when every facility is serving the 
war effort. It is conceivable that in 
individual cases the Commission will 
be forced to rule that extravagant de- 
mands for reactive power constitute a 
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nuisance which is detrimental to the 
public interest. 

[5] Furthermore, the Commission 
believes that under any conditions, 
but especially under present war con- 
ditions, it is desirable to relieve the 
lines and equipment of an electric util- 
ity from the burden of reactive power, 
thus decreasing loss and saving criti- 
cal materials. To accomplish that de- 
sirable end the electric utility shall in- 
stall, at its expense, the apparatus for 
correcting the low power factor im- 
posed on the line by the customer if 
the customer cannot be persuaded to 
supply his own corrective devices. 

[6] This rate clause was not pro- 
posed as a means of obtaining more 
revenue for the utilities except in cas- 
es where additional capital investments 
are involved. It was proposed as a 
means of enabling the utilities to ren- 
der a greater public service. The Of- 
fice of Price Administration, which 
was informed of this clause and our 
proposed administration of it, inter- 
poses no objection to our finding. 

Wherefore, the Commission finds 
that the proposed rate clause is fair, 
reasonable, just and in the public in- 
terest. 


RE UNIFORM POWER FACTOR PENALTY CLAUSE 


Now, therefore, it is ordered: 


1. That each utility which sells re- 
active power, or imposes a penalty for 
low power factor, file on or before 
April 1, 1943, a rate clause, applicable 
to such sales, which embodies the sub- 
stance of the model clause set forth in 
the citation of May 13, 1942, and 
quoted herein. Such clause shall bear 
an effective date, which date shall be 
not more than six months from Feb- 
ruary 1, 1943, and on which date all 
other power factor clauses of the par- 
ticular utility shall be canceled; and 

2. That each electric utility, wheth- 
er it sells reactive power or not, shall 
maintain monthly records of : 

(a) the maximum reactive power, 
averaged over one hour, supplied to 
its electric system or any subdivision 
into which the system may be divided. 

(b) the reactive power sold. 

(c) the revenues received from 
such sales. 

We hereby direct that notice of the 
foregoing be given by the secretary of 
this Commission by forwarding true 
and correct copies thereof to parties 
in interest, and due return make. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Power & Light Company 


[2-U-1875.] 


Rates, § 80 — Jurisdiction of Commission — Wholesale service to distributing 


utilities. 


1. The Commission has regulatory authority over rates for wholesale elec- 
tric service which a public utility company furnishes to other public utili- 
ties, regardless of whether such utilities are publicly or privately owned, 


p. 207 
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Public utilities, § 49 — Status of wholesale service — Electric company. 


2. The service supplied by one public utility to another public utility is 
public utility service, p. 207. 


Public utilities, § 28 — Status of wholesale service — Public or private character 
of customer. 
3. The fact that service furnished by one public utility to another is fur- 
nished to a public utility that is privately owned. instead of publicly owned 
has no bearing upon the question of whether the service thus furnished is 
public utility service, p. 207. 


Rates, § 171 — Uniformity — Wholesale service to distributors — Private and 
municipal utilities. 
4. A rate for wholesale electric service by one public utility to other public 


utilities should be applicable to privately owned and municipal utilities alike, 
p. 211. 


Discrimination, § 209 — Electric service — Transformer equipment, 


5. A provision in a schedule of rates for wholesale electric service to dis- 
tributing utilities is unreasonably discriminatory when it makes an excep- 
tion to a provision that delivery shall be at voltages as elected by the cus- 
tomer, so as to require that where power is supplied over a transmission 
line at any one of the available voltages the customer shall accept delivery 
at that voltage and the company will not supply transformation, since this 
provision requires the customer to furnish transformation equipment to 
meet the convenience of the company, while in other cases no such require- 
ment is imposed, p. 212. 


Service, § 286 — Resale customers — Use of customers’ facilities —- Compensa- 
tion. 
6. Resale customers furnishing special services and facilities in excess of 
those contemplated and provided for under electric rate schedules applicable 
to utility service should be compensated therefor in the form of payments 
and discounts, p. 212. 


Rates, § 367 — Electricity — Resale service — Schedules. 


Schedules covering wholesale service by a public utility to municipal and 
privately owned electric utilities for resale, p. 213. 


[February 10, 1943.] 


ROPOSAL to revise resale electric rates; revision as modified 

pened The Commission on March 12th reopened the 

proceeding to consider certain minor modifications in paragraphs 
4,7, and 9 of the schedules. 


¥ 


By the Commission: This proceed- 
ing was instituted by the Commission 
upon its own motion and resulted from 
the filing by Wisconsin Power and 
Light Company of a schedule of rates 
applicable to the service to municipally 
owned utilities of this state which ob- 
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tain their entire requirements of elec- 
tric energy from said company. Inas- 
much as the application of the schedule 
of rates as filed would result in an in- 
crease in the rates presently charged 
to some of the municipal utilities in- 
volved, the matter was set for hearing. 
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APPEARANCES: Wisconsin Power 
and Light Company, by B. E. Miller, 
Secretary, and William Ryan, Attor- 
ney, Madison; Mount Horeb Electric 
Utility, by Frank W. Gates, Mount 
Horeb; Rush Lake Light & Power 
Company, by John A. Schrader, Secre- 
tary, and William Beier, President, 
Rush Lake; Village of Sun Prairie, by 
B. E. Long, Sun Prairie; Utility 
Commission, city of Reedsburg, by L. 
E. Spraetz, Superintendent, and W. 
H. Durken, City Clerk, Reedsburg; 
Roxbury Light & Power Company, by 
Martin Roelke, Secretary and Treas- 
urer, Sauk City; city of Stoughton, by 
B. A. Mjelde, Stoughton; Board of 
Public Utilities, by W. F. Luth, Presi- 
dent, Sheboygan Falls; Wisconsin 
Dells Water & Light Commission, by 
K. K. Johnson, C. C. Lee, Tom Crist, 
and Tom Howley, Wisconsin Dells; 
city of Juneau, Commission of Public 
Works, by F. F. Lindeman, President, 
Juneau; Westfield Milling & Electric 
Light Company, by Howard G. 
Dahlke, Westfield; Pleasant Springs 
Light & Power Company, by Alfred 
Nordlie, Stoughton ; city of Evansville 
Water & Light Department, by E. S. 
Cary, Evansville ; village of Sauk City, 
by Henry Dresen, Village Clerk, and 
A. R. Kahn, Manager, Sauk City; 
Plymouth Electric & Water Utilities, 
by T. M. McGuire, Plymouth; city of 
Waupun, by John J. Nugent, City At- 
torney, Waupun; Waupun Water & 
Light Utilities, by James E. Towne, 
Waupun ; of the Commission staff: E. 
M. Downey, Rates and Research De- 
partment. 

Two questions are involved in this 
proceeding. The first is whether the 
schedule of rates, as filed, is properly 
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applicable to the service of all of the 
municipal electric utilities which re- 
ceive their entire requirements of elec- 
trical energy from the Wisconsin Pow- 
er and Light Company. The second 
question which was the subject of dis- 
cussion upon the hearing was whether 
the schedule of rates as filed should 
also be applicable to similar service 
furnished by Wisconsin Power and 
Light Company to public utilities 
which are privately owned. 

[1-3] The company, in filing the 
schedule of rates here involved, has 
made its position clear to the effect 
that this Commission is without pow- 
er to regulate or prescribe rates for 
any so-called wholesale service which 
the company furnishes to other public 
utilities, regardless of whether such 
utilities are publicly or privately 
owned ; and that the schedule of rates 
was filed for convenience only, and 
not because such filing is required ei- 
ther by statute or by any lawful exer- 
cise of authority by this Commission. 

We do not agree with the position 
thus taken, nor do we adopt the com- 
pany’s contentions with respect to this 
position. Wisconsin Power and Light 
Company is a public utility of this 
state, and subject, as such, to the ju- 
risdiction of the Commission. The 
rates, rules, and practices of the com- 
pany relative to its public utility service 
are subject to the Commission’s regu- 
latory authority. 

Weare not confronted here with the 
situation that was presented in Union 
Falls Power Co. v. Oconto Falls 
(1936) 221 Wis 457, 265 NW 722, 
and in Ford Hydro-Electric Co. v. 
Aurora (1932) 206 Wis 489, 240 NW 
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418, in which it was held that the 
plaintiffs in those cases were not pub- 
lic utilities merely because of the fact 
that they furnished electric energy to 
municipalities which were electric pub- 
lic utilities. If Wisconsin Power and 
Light Company disposed of no elec- 
tric energy except to public utilities, 
it might not be a public utility. But 
it is engaged in furnishing electricity 
to the public generally within the ter- 
ritory which comprises all the munici- 
pal utilities here involved, and would 
be a public utility with an undertaking 
of service within that entire territory, 
even if it did not serve any public 
utility whatsoever. 

The files of the Commission con- 
tain abundant and convincing evidence 
that Wisconsin Power and Light Com- 
pany has undertaken to furnish elec- 
tric utility service to the public 


throughout well-defined areas in south- 


ern and central Wisconsin; and that 
all of the municipal public utilities here 
involved are situated within that area. 
It follows from these facts that if the 
service which the company renders to 
such municipalities is a public utility 
service, the rates for that service are 
subject to regulation by this Commis- 
sion. 

As we understand it, however, the 
company claims that the service which 
it thus rendered to both privately and 
publicly owned utilities is not public 
utility service, and hence is not subject 
to regulation by this Commission. 

We also understand that the com- 
pany, in support of this contention, 
relies upon the opinion of our supreme 
court in Central Wisconsin Power Co. 
v. Wisconsin Traction, Light, Heat, & 
P. Co. 190 Wis 557, PUR1927A 76, 
85, 209 NW 755—usually, and here- 
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inafter, referred to as the Clintonville 
Case. 

The plaintiff in that case had a con- 
tract with the city of Clintonville 
which provided that “the plaintiff 
should deliver to the city, a public util- 
ity, electrical energy to be distributed 
by the city to consumers, and for the 
purpose of delivering such energy the 
plaintiff was authorized to erect and 
maintain the necessary electrical equip- 
ment in the streets of the city.” With 
respect to that contract, the opinion 
of the supreme court says: “Was this 
a grant of power from the city, as 
agent of the state, to furnish light, 
heat, and power for the public either 
directly or indirectly? Manifestly the 
plaintiff dealt with the public in no 
respect whatever.” The opinion fur- 
ther says: “A public utility which has 
a contract with another public utility 
to furnish electrical energy which the 
second utility distributes to the public, 
is not furnishing it to the public so as 
to make its use of the streets for the 
purpose of delivering the energy an 
indeterminate permit. The 
plaintiff did not deal with the public 
directly or indirectly. If it 
can be said under such an arrangement 
as was here entered into by the city of 
Clintonville and the plaintiff that the 
plaintiff furnished light, heat, and 
power to the public indirectly, that 
would be equally true of a coal dealer 
who erected a coal chute for the pur- 
pose of delivering coal to the generat- 
ing plant owned by the city.” 

If the law of this state is correctly 
stated in the quoted portions of the 
opinion in the Clintonville Case, then 
the Commission has no more concern 
or authority over the rates for the 
service of the Wisconsin Power and 
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Light Company to other public utili- 
ties than it has over the sale of appli- 
ances or Other merchandise by that 
company. We are convinced, how- 
ever, that the law is not thus correctly 
stated. 

The question which the court had 
for decision in the Clintonville Case 
was whether the plaintiff had an in- 
determinate permit with respect to the 
service which it furnished to the city 
of Clintonville. It seems likely that 
in arriving at its decision of that ques- 
ton, the court was under the impres- 
sion that utility service could not be 
furnished to the public in this state oth- 
erwise than under the privilege of an 
indeterminate permit ; that if the serv- 
ice of the plaintiff involved in that case 
was a public utility service, then it 
would necessarily follow that the 
plaintiff had an indeterminate permit ; 


and that the question of whether that 
service was in fact a public utility serv- 
ice was therefore necessary to a deter- 
mination of the essential issue in that 
case. 


However, the later decision of our 
supreme court in South Shore Utility 
Co. v. Railroad Commission, 207 Wis 
95, PUR1932B 465, 240 NW 784, 
makes it clear that whatever may have 
been the contrary impression in the 
mind of the court at the time of its de- 
cision in the Clintonville Case, utility 
service may be furnished to the public 
otherwise than under the privilege of 
an indeterminate permit, and that a 
privilege granted to a public utility to 
use the public highways for the erec- 
tion and maintenance of its facilities 
is not the kind of “license, permit, or 
franchise” which constitutes an inde- 
terminate permit. If the doctrine of 


the South Shore Utility Case had been 
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adopted or had been in the mind of 
the court at the time of its decision in 
the Clintonville Case, it would have 
been wholly unnecessary for the court, 
in that case, to pass upon the question 
of whether the plaintiff was furnish- 
ing public utility service directly or in- 
directly to the public in Clintonville. 
Thus the language of the court in the 
Clintonville Case to the effect that the 
service there involved was not public 
utility service really falls into the cate- 
gory of judicial dictum. Whether dic- 
tum or not, the doctrine expressed 
thereby is now effectually overruled by 
later decisions of the supreme court. 


The case of West Allis v. Milwau- 
kee (1935) 217 Wis 614, 620, 258 
NW 851, 259 NW 724, involved a 
dispute between those two municipal- 
ities, both of which were public water 
utilities, the West Allis utility receiv- 
ing its entire supply of water from the 
Milwaukee utility. This water had 
been furnished for a great many years 
under a contract between the two mu- 
nicipalities. The court held that this 
contract had been validly abrogated 
by Milwaukee. West Allis, in view of 
the notice of abrogation, sought and 
obtained an injunction from the cir- 
cuit court for Milwaukee county to 
restrain Milwaukee from discontinu- 
ing service to West Allis. In its de- 
cision of the dispute involved, the su- 
preme court in its opinion says: “The 
water plant of the city of Milwaukee 
is a public utility. As such, 
under the public utility law, it was and 
is required to render adequate service. 
It has not refused to perform its stat- 
utory duty. Therefore, the injunction 
in West Allis v. Milwaukee was im- 
providently granted. What it did re- 
fuse to do was to continue to perform 
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the contract. In the absence of a 
schedule covering the service rendered 
to parties situated as is West Allis, it 
is the duty of the water department 
of the city of Milwaukee to file its 
schedule, covering the service, with the 
Railroad Commission (now Public 
Service Commission) whereupon the 
reasonableness of the rate so fixed, if 
in dispute, may be determined in pro- 
ceedings had pursuant to the public 
utility law. The contract be- 
ing at an end, the city of Milwaukee 
could not, of course, proceed under the 
terms of the contract to terminate the 
service. While it is freed from the 
contract, it is subject to the law and 
under the law it must continue to ren- 
der service in accordance with the 
law.” 

The inescapable conclusion from 
the language just quoted is that Mil- 
waukee, as a public utility, was fur- 
nishing public utility service to West 
Allis, and, if there could be any doubt 
as to the correctness of that conclusion, 
it is resolved by the decision of the 
supreme court in the later case of Mil- 
waukee v. West Allis (1940) 236 Wis 
371, 38 PUR(NS) 387, 294 NW 625, 
in which it was held that Milwaukee 
could recover absolutely nothing for 
water service furnished to the city of 
West Allis during the period of about 
five years and having a value of some- 
thing over $250,000, simply because 
there were no rates applicable to that 
service on file with the Commission. 


In view of the foregoing, we are 
convinced that the service of a public 
utility to another public utility is serv- 
ice to the public, and that the rates for 
that service are subject to the regula- 
tory authority of this Commission, 
notwithstanding the fact that the serv- 
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ice produced or service rendered by the 
utility is rendered at wholesale for the 
purpose of resale and distribution by 
the other utility to which it is thus 
furnished. Whether that service is 
furnished to a public utility that is pri- 
vately owned, instead of publicly 
owned, cannot possibly have any bear- 
ing upon the question of whether the 
service thus furnished is public utility 
service. The wholesale rates of Wis- 
consin Power and Light Company are 
therefore deemed to be subject to reg- 
ulation by this Commission, the same 
as rates for any other service which 
that company furnishes in its capacity 
as a public utility of the state. 

We have, then, for consideration, 
the question of whether the rates as 
filed are proper to be uniformly ap- 
plied to all of the public utilities which 
take all of their energy requirements 
from the Wisconsin Power and Light 
Company. 

The staff of the rates and research 
department had been negotiating with 
the Wisconsin Power and Light Com- 
pany for several months in an effort to 
establish uniform rates for wholesale 
service. Asa result of such negotia- 
tions, the company filed Schedule W-3. 
The rates provided therein have been 
the subject of agreement between the 
staff and the company. The rules and 
provisions filed as part of the schedule 
were proposed by the company. The 
staff has recommended that some 
modifications be made in certain of 
these rules and provisions. One of 
the changes recommended by the staff 
is an increase from ten to fifteen days 
in the discount period. A second 
change is intended merely to clarify the 
rule requiring a 10-year contract but 
allowing cancellation by the customer 
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after five years. Another suggested 
change would modify the provision re- 
lating to new contracts resulting from 
substantial rebuilding of facilities 
caused by changes in the customer’s 
load. 

[4] The principal change proposed 
in the rules relates to the availability 
clause which limits the rate to munici- 
pal utilities served. We understand 
that the company was prompted to in- 
corporate this limitation because of its 
position with respect to the jurisdic- 
tion of the Commission. In fact the 
company representative testified that, 
from a rate level standpoint, it would 
offer no objection to the proposal to 
make the rate applicable to private and 
municipal utilities alike. No sound ar- 
eument was presented at the hearing 
to warrant a different rate level and we 
are of the opinion that thére should be 
no difference in the rate. The juris- 
dictional question has been considered 
(supra). 

Schedule W-1 is the present stand- 
ard resale schedule which Schedules 
W-3 and W-4 will supersede. Schedule 
W-1 provides that service will be made 
available at primary distribution volt- 
ages. Provision 7 of proposed sched- 
ules W-3 and W-4 provides for de- 
livery at voltages of “either 2,300 
volts delta, 6,900 volts delta, 4,000 
volts Y, or 11,900 volts Y as elected by 
the customer ; except that where pow- 
er is supplied over a transmission line 
at any one of the above voltages, the 
customer shall accept delivery at that 
voltage and the company will not sup- 
ply transformation.” We interpret 
this provision to mean that in some 
cases the customer may be required to 
furnish transformation equipment to 
meet the convenience of the company, 


while in other cases no such require- 
ment is imposed. We regard the pro- 
posed provision of Schedules W-3 and 
W-4 relating to power supply as being 
unreasonably discriminatory and, ac- 
cordingly, have provided for a modifi- 
cation thereof in line with the practice 
required under Schedule W-1. The 
requirement in the modified provision 
7 that energy be metered at primary 
distribution voltage eliminates the 
need for provision 8 of the proposed 
Schedules W-3 and W-4. As here- 
inafter indicated, proper consideration 
is to be given to those few cases where 
prior conditions make it impracticable 
or undesirable to deliver energy in ac- 
cordance with the amended provision. 

A number of the utilities are now 
being served under contracts in which 
the initial contract period has expired 
and the year-to-year renewal provi- 
sion is applicable. It is proposed that 
at the expiration of these yearly 
periods each such contract will be can- 
celed. These customers will, under 
the proposal herein offered, be given 
the option of signing a new contract 
under rate Schedule W-3 or, in the 
absence of a signed contract, will be 
billed under the company’s proposed 
schedule W-4 to be discussed later. 
Those customers being served under 
contracts which have not expired will 
have the option of continuing until the 
date of expiration under the existing 
contract at the contract rate or sign- 
ing a new contract in order to obtain 
the W-3 rate. 

A few utilities in the past have been 
served under rates which did not pro- 
vide a penalty for low power factor. 
Schedule W-3 does contain such a 
provision. Under wartime restrictions 
these utilities might find it impossible 
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to obtain power factor correction 
equipment. The Wisconsin Power 
and Light Company has agreed to bill 
such utilities, when transferred to 
Schedule W-3 on the basis of an 80 
per cent power factor provided these 
utilities contract for the purchase of 
such equipment to be delivered as soon 
as wartime restrictions permit. 

The Wisconsin Power and Light 
Company also submitted for filing 
Schedule W-4 to be applied to munici- 
pal wholesale customers not under con- 
tract. This rate is somewhat higher 
than Schedule W-3 to compensate for 
the lack of a long-time contract. The 
modifications suggested for proposed 
Schedule W-3 as discussed above and 
in so far as they are applicable, are also 
recommended for Schedule W-4, in- 
cluding the provision which would ex- 
tend its application to private as well 
as municipal utilities. 

[5] In some cases, service is or 
may be rendered under conditions 
which do not in all respects meet or 
comply with the requirements and con- 
ditions set forth in Schedules W-3 
and W-4. Thus some of the present 
resale customers own portions of line 
or substations which normally are re- 
quired to be furnished by the company 
under Schedules W-3 and W-4. In 
other cases energy is metered at pri- 
mary voltage instead of at secondary 
voltages. In still other cases resale 
customers may perform special switch- 
ing services for the company. 

[6] We think it only just and rea- 
sonable that where special services and 
facilities are furnished in excess of 
those contemplated and provided for 
under Schedules W-3 and W-4, the re- 
sale customers furnishing them should 
be compensated therefor. The order 
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herein will provide for the inclusion of 
special riders as part of the contracts 
under Schedule W-3 and conditions 
of service under Schedule W-4 which 
will provide for compensation to the 
resale customers in the form of pay- 
ments or discounts for services and 
facilities furnished in excess of the 
requirements of Schedules W-3 and 
W-4. Of course, where circumstances 
permit, the company may avoid such 
payments by acquisition of the facili- 
ties in question or by furnishing the 
service involved. 

It will be noted that both W-3 and 
W-4 are applicable only to those utili- 
ties purchasing their entire require- 
ments from Wisconsin Power and 
Light Company. Jurisdiction will be 
retained in this case in order to com- 
plete a study now in progress designed 
to develop a reasonable wholesale rate 
to apply to those utilities purchasing 
only a part of their requirements from 
Wisconsin Power and Light Company. 

The Commission finds: 

1. That proposed wholesale rate 
Schedules W-3 and W-4, as modified, 
are reasonable for service to those mu- 
nicipal and privately owned utilities 
that purchase their entire requirements 
from Wisconsin Power and Light 
Company. 

2. That existing contracts and con- 
tract rates may reasonably be discon- 
tinued at the expiration date or re- 
newal date of such contracts, subject to 
the modification hereafter provided. 


ORDER 


It is therefore ordered: 

1. That Wisconsin Power and 
Light Company place in effect for 
wholesale service, furnished those mu- 
nicipal and privately owned utilities 
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that purchase their entire requirements 
from the company, Schedules W-3 
and W-4, as amended and set forth in 
the appendix, to become applicable to 
each such customer at the time of the 
expiration of the existing contract or, 
at the customer’s option, at the time of 
signing a new contract as provided for 
in Schedule W-3, except that in no case 
shall Schedule W-4 apply to service 
furnished prior to May 1, 1943. 

2. That arrangements for service 
entered into pursuant to Schedules 
W-3 and W-4 shall include provisions 
for payment to customers for any 
services or facilities furnished by the 
customer in excess of the requirements 
of Schedules W-3 and W-4, such ar- 
rangements to be filed with and ap- 
proved by the Commission. 

3. That Jurisdiction ix in this case be 
retained. 


Schedule W-3 


Resale service 

1. Availability 

Upon signing a contract for service 
hereunder, this schedule is available to 
any electric public utility existing as 
of the original effective date of this 
schedule, which then purchased and 
since then has continuously purchased 
its entire power requirements from 
the company. Service furnished under 
this schedule shall not be resold to any 
other electrical distributing agency 
without the written consent of the 
company. 


2. Rate 


Demand Charge 
First 300 oe. of billed demand 
Next 300 “ 
Over 600 “ “ 


Energy Charge 
First 15,000 kw. rs. used per month 
Next 25,000 
Over 40,000 4 


3. Minimum monthly bill 

The minimum monthly bill payable 
by the customer shall be the demand 
charge. 


4. Prompt payment of bills 

Bills for electric service furnished 
will be rendered on or before the first 
day of each month. Bills shall be pay- 
able on or before the 15th day of each 
month for service rendered during the 
preceding month. There shall be add- 
ed to each bill not paid by the 15th of 
the month following that for which 
service was billed a sum equivalent to 
10 per cent of the energy charge as 
billed at the foregoing net rates. 


5. Coal clause 

The energy charge set forth in this 
schedule is based on the average cost 
to the company delivered in the cars to 
the siding at the company’s generating 
stations of coal at $4.50 per ton (2000 
pounds) having a heating value of 
12,750 stu per pound “dry.” Should 
the average cost to the company of 
such coal delivered at the generating 
stations be increased or decreased 
above or below $4.50 per ton having 
heating value of 12,750 stu per pound 
“dry,” then for each increase or de- 
crease of 20 cents or major fraction 
thereof, the energy charge shall be in- 
creased or decreased respectively .015 
cents per kw. hr, 


6. Determination of maximum and 
billed demands 

The measured maximum demand in 
any month shall be that demand in 


$2.15 net per kw. per month 
1.75 “ “ “ “ “ 


“ “i “ “ “ 


2.0¢ net per kw. hr. 
1.0¢ “ “ “ 


“cc “ 
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kilowatts necessary to supply the av- 
erage kilowatts in fifteen consecutive 
minutes of greatest consumption of 
electricity during each month. Such 
measured maximum demand shall be 
determined from readings of perma- 
nently installed meters or, at the on- 
tion of the company, by any standard 
methods or meters. Said demand 
meter shall be reset to zero at the be- 
ginning of each month. The “Billed 
Demand” shall be determined each 
month by the following formula: 


8. Voltage regulation 

The voltage regulation furnished 
under this schedule shall be equal to 
that maintained on the company’s 
transmission system. If further 
voltage regulation is desired, regula- 
tors may be installed by and at the ex- 
pense of the customer, on the custom- 
er’s side of the point of metering. 


9. Special or extra delivery facili- 
ties 

In the event the customer requires 
delivery at a location, or at a voltage, 


Measured Maximum Demand x .80 





Billed Demand = Monthly 

The average power factor of the 
customer’s load shall be determined 
monthly from readings registered by 
watt-hour meters and reactive com- 
ponent meters or, at the option of the 
company, by means of any standard 
methods or meters. 

Where standard watt-hour meters 
and reactive component meters are 
used, the monthly average power fac- 
tor shall be calculated from the respec- 
tive monthly readings of the standard 
watt-hour meter (A) and the reactive 
component meter (B) according to the 
following formula: 


Average Power Factor 


or under any special condition, which 
necessitates provision by the company 
of facilities in excess of those required 
to meet reasonable service standards 
for single-source delivery at standard 
primary distribution voltage at a point 
mutually convenient for the company 
and the customer, the contract shall 
contain suitable provision for a month- 
ly carrying charge on the company’s 
excess investment and such other pro- 
visions as are necessary to protect the 
company against extra costs and loss 
of investment in such special or extra 
delivery facilities. This provision 


Average Monthly Power Factor = A 


Any reactive component meter used 
shall be equipped with ratchets to pre- 
vent registration of leading power 
factor. 


7. Power supply 

The power supplied by the company 
hereunder shall be 3-phase, 60-cycle 
alternating current and shall be fur- 
nished and metered at the primary dis- 
tribution voltage used by the customer. 
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shall not be applied to any facilities or 
equipment already installed and used 
to serve the customer as of the origi- 
nal effective date of this schedule. 


10. Load surges and phase balance 
The customer shall keep its load on 
the company’s facilities well balanced 
as between phases of the 3-phase sup- 
ply, and shall control such load in such 
manner as may be necessary to avoid 
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severe fluctuations or surges, and to 
avoid causing other disturbances on 
the company’s electrical system. 


11. Customer's resale to, purchases 
from, and interconnections with other 
electric utilities or agencies 

While taking service from the com- 
pany under this schedule, the custom- 
er shall not sell or otherwise dispose 
of electrical energy to any other elec- 
tric utility or electric distributing 
agency, or permit electrical connection 
of its system with the system of any 
other electric utility or electric distrib- 
uting agency, unless such action is ex- 
pressly permitted in writing by the 
company. The customer shall not 
purchase or otherwise obtain electri- 
cal energy from any other electric util- 
ity or electric distributing agency. 

The company does .not undertake 
or agree to indirectly furnish through 
the electrical system of the customer, 
either voltage or frequency regulation, 
or standby service, to any other elec- 
tric utility or electric distributing 
agency, without a specific agreement 
in writing. 

The company does not waive any 
right it may have as an electric utility 
to directly furnish the needs of such 
other electric utilities and electric dis- 
tributing agencies as it may determine 
to directly supply with wholesale elec- 
trical energy. 


12. Liability of the parties 

Each of the parties (the customer 
and the company ) shall indemnify and 
save harmless the other party against 
any and all damages to persons or 
property occasioned, without the neg- 
ligence of such other party, by the 
maintenance and operation by such 
parties of their respective lines and 
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other electrical equipment. The com- 
pany may require the customer to car- 
ry sufficient insurance to cover the cus- 
tomer’s liability hereunder, and in the 
event the customer fails so to do when 
required, the company may secure 
such insurance at the expense of the 
customer. 


13. Unusual conditions 

Such other provisions as are rea- 
sonable, nondiscriminatory, and nec- 
essary to meet unusual conditions shall 
be included in the contract between 
the parties, and a copy thereof filed 
with the Commission. 


14. Term 

Contracts hereunder shall provide 
for service for a period of ten years 
and shall provide for automatic exten- 
sion from year to year thereafter, un- 
less and until either party, not less than 
six months prior to the expiration of 
the term or of any subsequent con- 
tract year, shall notify the other in 
writing of its determination to termi- 
nate the contract at the expiration of 
such term or year. 

Customers shall have the option of 
canceling a contract entered into here- 
under at the end of the first five years 
of the contract term, upon six months’ 
prior written notice to the company. 

In the event the company’s delivery 
facilities are required to be substan- 
tially rebuilt, or increased in capacity 
during the term of a contract hereun- 
der because of increase in the custom- 
er’s requirement over that stated in 
the contract, the company shall condi- 
tion the making of such substantial 
improvements in its delivery facilities 
upon the execution by the customer of 
a new 10-year contract hereunder. 
Where the investment in facilities used 
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exclusively to serve the customer, plus 
a reasonable allocation of the general 
power system, exceeds five times the 
anticipated annual revenues, the five- 
year cancellation privilege will not be 
available in the new contract. In the 
event the customer should fail to exe- 
cute such a contract, the customer 
shall pay the company for required 
new facilities, and service shall be ren- 
dered when such new facilities have 
been provided, under the rates, terms, 
and conditions of Schedule W-4. 


Schedule W-4 


Resale service 

1. Availability 

This schedule is available to and 
shall be applied to service furnished to 
each electric public utility existing as 
of the original effective date of this 
schedule, which then purchased and 
since then has continuously purchased 
its entire requirements from the com- 
pany, without contract, and does not 
contract to take service under the pro- 
visions of Schedule W-3; and to serv- 
ice furnished each such utility that, 
upon the expiration of an existing con- 
tract, does not contract to take serv- 
ice under the provisions of Schedule 
W-3. Service furnished under this 
schedule shall not be resold to any oth- 
er electrical distributing agency with- 
out the written consent of the com- 


pany. 
2. Rate 


Demand Charges 


First 300 kw. of billed demand tise densi 


Next 300 “ 
Over 600 “ “ “ “ 
Energy Charge 
First 15,000 kw. hrs. used per month 
Next 25,000 “ 
Over 40,000 * * 
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3. Minimum menthly bill 

The minimum monthly bill payable 
by the customer shall be the demand 
charge. 


4. Prompt payment of bills 

Bills for electric service furnished 
will be rendered on or before the first 
day of each month. Bills shall be pay- 
able on or before the 15th day of each 
month for service rendered during 
the preceding month. There shall be 
added to each bill not paid by the 15th 
of the month following that for which 
service was billed a sum equivalent to 
10 per cent of the energy charge as 
billed at the foregoing net rates. 


5. Coal clause 

The energy charge set forth in this 
schedule is based on the average cost 
to the company delivered in the cars 
to the siding at the company’s gener- 
ating stations of coal at $4.50 per ton 
(2,000 pounds) having a heating val- 
ue of 12,750 Bru per pound “dry.” 
Should the average cost to the com- 
pany of such coal delivered at the gen- 
erating stations be increased or de- 
creased above or below $4.50 per ton 
having heating value of 12,750 sru 
per pound “dry,” then for each in- 
crease or decrease of 20 cents or major 
fraction thereof, the energy charge 
shall be increased or decreased respec- 
tively .015 cents per kilowatt hour. 


6. Determination of maximum and 
billed demands 
The measured maximum demand 


witcnee wa sow wont "2 net per kw. per month 


“ “ “ “ “ 
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in any month shall be that demand in 
kilowatts necessary to supply the aver- 
age kilowatts in fifteen consecutive 
minutes of greatest consumption of 
electricity during each month. Such 
measured maximum demand shall be 
determined from readings of perma- 
nently installed meters or, at the op- 
tion of the company, by any standard 
methods or meters. Said demand me- 


ter shall be reset to zero at the begin- 
ning of each month. The “Billed De- 
mand” shall be determined each month 
by the following formula: 


8. Voltage regulation 

The voltage regulation furnished 
under this schedule shall be equal to 
that maintained on the company’s 
transmission system. If further volt- 
age regulation is desired, regulators 
may be installed by and at the expense 
of the customer, on the customer’s 
side of the point of metering. 


9. Special or extra delivery facik- 
ties 

In the event the customer requires 
delivery at a location, or at a voltage, 


Measured Maximum Demand x .80 





Billed Demand = 


The average power factor of the 
customer’s load shall be determined 
monthly from readings registered by 
watt-hour meters and reactive com- 
ponent meters or, at the gption of the 
company, by means of any standard 
methods or meters. 

Where standard watt-hour meters 
and reactive component meters are 
used, the monthly average power fac- 
tor shall be calculated from the re- 
spective monthly readings of the stand- 
ard watt-hour meter (a) and the re- 
active component meter (b) according 
to the following formula: 


Monthly 


Average Power Factor 


or under any special condition, which 
necessitates provision by the company 
of facilities in excess of those required 
to meet reasonable service standards 
for single-source delivery at standard 
primary distribution voltage at a 
point mutually convenient for the 
company and the customer suitable 
provision shall be made for a monthly 
carrying charge on the company’s ex- 
cess investment and such other provi- 
sions shall be made as are necessary 
to protect the company against extra 
costs and loss of investment in such 
special or extra delivery facilities. 


Average Monthly Power Factor = A 


Any reactive component meter used 
shall be equipped with ratchets to pre- 
vent registration of leading power 
factor. 


7. Power supply 

The power supplied by the company 
hereunder shall be 3-phase, 60-cycle 
alternating current and shall be fur- 
nished and metered at the primary dis- 
tribution voltage used by the customer. 
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This provision shall not be applied to 
any facilities or equipment already in- 
stalled and used to serve the customer 
as of the original effective date of 
this schedule. 


10. Load surges and phase balance 
The customer shall keep its load on 
the company’s facilities well balanced 
as between phases of the 3-phase sup- 
ply, and shall control such load in such 
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manner as may be necessary to avoid 
severe fluctuations or surges, and to 
avoid causing other disturbances on 
the company’s electrical system. 


11. Customer’s resale to, purchases 
from, and interconnections with other 
electric utilities or agencies 

While taking service from the com- 
pany under this schedule, the custom- 
er shall not sell or otherwise dispose 
of electrical energy to any other elec- 
tric utility or electric distributing 
agency, or permit electrical connection 
of its system with the system of any 
other electric utility or electric distrib- 
uting agency, unless such action is ex- 
pressly permitted in writing by the 
company. The customer shall not 
purchase or otherwise obtain electrical 
energy from any other electric utility 
or electric distributing agency. 

The company does not undertake 
or agree to indirectly furnish through 
the electrical system of the customer, 
either voltage or frequency regulation, 
or standby service, to any other elec- 
tric utility or electric distributing 
agency, without a specific agreement 
in writing. 

The company does not waive any 
right it may have as an electric utility 
to directly furnish the needs of such 
other electric utilities and electric dis- 
tributing agencies as it may determine 
to directly supply with wholesale elec- 
trical energy. 


12. Liability of the parties 
Each of the parties (the customer 
and the company) shall indemnify and 


save harmless the other party against 
any and all damages to persons or 
property occasioned, without the neg- 
ligence of such other party, by the 
maintenance and operation by such 
parties of their respective lines and 
other electrical equipment. The com- 
pany may require the customer to car- 
ry sufficient insurance to cover the cus- 
tomer’s liability hereunder, and in the 
event the customer fails so to do when 
required, the company may secure such 
insurance at the expense of the cus- 
tomer. 


13. Unusual conditions 

Such other provisions as are reason- 
able, nondiscriminatory, and _neces- 
sary to meet unusual conditions shall 
be applied, and a copy thereof filed 
with the Commission. 


14. Term 

Service under this schedule may be 
terminated by the customer at any 
time by giving the company thirty 
days’ notice in writing. 

If during the time when the cus- 
tomer is taking service hereunder, any 
of the company’s delivery facilities 
used in furnishing service is required 
to be rebuilt, or increased in capacity, 
the company shall condition the mak- 
ing of such improvements upon re- 
ceipt from the customer of payment 
in the amount of the estimated net 
cost of such improvements. Such cost 
shall be computed, and the payment 
shall be subject to refund, according 
to the principle and method of the 
company’s Schedule CgT-2 applying 
to temporary service. 
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SECURITIES AND EXCHANGE COMMISSION 


Re The Western Public Service Company 


et al. 


[File No. 70-453.] 


Re Engineers Public Service Company 
et al. 


[File No. 59-4.] 
[Release No. 4114.] 


Security issues, § 5 — Reacquisition of stock — Requirements of Holding Com- 
pany Act — Corporate power. 
1. The mere existence of corporate power, under the statute of the state 
of organization and the certificate of incorporation, to reacquire outstand- 
ing securities does not remove action thereunder from the scope of regu- 
lation imposed by the Holding Company Act, which provides for a declara- 
tion permitted by the Securities and Exchange Commission, p. 221. 


Security issues, § 5 — Reacquisition of stock — Effect on holding company sim- 
plification. 
2. A proposed reacquisition of preferred stock by a registered holding com- 
pany involved in simplification proceedings cannot be regarded as an iso- 
lated transaction, but must be viewed with reference to the present status 
of the company and the future scope of its activities, p. 222. 


Security issues, § 5 — Reacquisition of stock — Registered holding company — 
Effect on simplification. 

3. A proposal by a registered holding company to acquire and retire pre- 
ferred stock as one step in the necessary program of compliance with 
§ 11 of the Holding Company Act, 15 USCA § 79k, which program is 
primarily one of divestment of assets and reduction of capitalization, must 
be governed by the standards applicable to the program as a whole, and 
the proposal must be considered in the light of the standards imposed by 
the act for plans presented under § 11(e), although the declaration relat- 
pe such reacquisition does not formally designate § 11 as applicable, 
p. 224, 


Corporations, § 16 — Fiduciary obligations of management — Stockholders. 


4. The management of a holding company owes fiduciary obligations not 
only to the holders of the common stock, but also to all the holders of the 
preferred stock, p. 227. 


219 47 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


Security issues, § 5 — Reacquisition — Fair and equitable standard — Prices. 
5. At a minimum the “fair and equitable” standard of § 11 of the Holding 
Company Act, 15 USCA § 79k, requires that some reasonable relation be 
shown to exist between the prices at which a holding company proposes 
to acquire shares of its preferred stock and the treatment which might 
reasonably be expected to be accorded to them under a comprehensive plan 
for simplification under § 11, and if the prices at which it is proposed to 
acquire such shares are too low in relation to the treatment to which the 
preferred stockholders would be entitled under a comprehensive plan, the 
proposal is unfair to those who sell, while, if too high, it is unfair to those 
who retain their holdings, p. 228. 


(HEaty, Commissioner, concurs in separate opinion.) 


[February 15, 1943.] 


PPLICATIONS and declarations filed by a registered holding 
A company and its subsidiaries with respect to a sale of the 
principal assets of a subsidiary and use of the proceeds to acquire 
and retire preferred stock; proposal to reacquire stock disap- 
proved. For earlier decision, see (1941) 43 PUR(NS) 395. 


APPEARANCES: William E. Tuck- 
er, of Mudge, Stern, Williams & Tuck- 
er, for Engineers Public Service Com- 


pany; Harlow B. Lester and Joseph 
Auerbach, for the Public Utilities Di- 
vision of the Commission. 


By the Commission: Applications 
and declarations have been filed by 
Engineers Public Service Company, a 
registered holding company under the 
Public Utility Holding Company Act 
of 1935, and its subsidiaries, The 
Western Public Service Company, a 
Maryland corporation,’ and The 
Western Public Service Company, a 
Delaware corporation, with respect to 
a sale of the principal assets of the 
Maryland company and the use of part 
of the proceeds by Engineers to ac- 
quire and retire not to exceed 35,000 


shares of its preferred stock. We ap- 
proved the transactions relating to the 
sale but reserved jurisdiction to con- 
sider the proposed acquisition of pre- 
ferred stock at a later date.* This is 
the question now before us. 

The disposition of assets and the re- 
lated transactions, other than the pro- 
posed acquisitions of preferred stock, 
have been duly consummated. While 
Engineers estimated it would receive 
from the sale approximately $2,700,- 
000, the net amount it actually realized 
was approximately $3,200,000. Un- 
der the portion of the proposal as to 
which jurisdiction was reserved, En- 
gineers would purchase not to exceed 
35,000 shares of its three series of 
outstanding preferred stock, over a 
period of six months, either pursuant 
to a call for tenders, or on the New 





1The following contractions will be used 
hereafter : 
Public 


“Engineers” —Engineers 
Company. 
“Western”—The Western Public Service 
Company, a Maryland corporation. 
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Service 


2 Re The Western Pub. Service Co. (1941) 
Holding Company Act Release Nos. 3230, 
3245, 43 PUR(NS) 395. The transactions 
included a sale by Engineers of Western's 
common stock. 
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York Stock Exchange at not exceed- 
ing current market prices. It was es- 
timated that such purchases could be 
made for about $2,150,000. Engi- 
neers indicated that the call for tenders 
would be made first, and that if the 
full 35,000 shares were not tendered 
at prices “reasonably close to the mar- 
ket” and acceptable to its directors, 
market purchases would then be made. 

A hearing has been held in this 
matter before a trial examiner. Briefs 
of counsel for Engineers and our staff 
have been exchanged and filed,® and 
we have heard oral argument. Upon 
the record, briefs, and argument we 
make the following findings: 


Statutory Provisions 


[1] The provisions of the Holding 
Company Act which specifically gov- 
ern the proposed transaction are con- 


tained in § 12(c), 15 USCA § 79l(c). 
That section makes it— 


“cs 


unlawful for any regis- 
tered holding company by use 
of the mails or any means or instru- 
mentality of interstate commerce, or 
otherwise, to declare or pay any divi- 
dend on any security of such company 
or to acquire, retire, or redeem any 
security of such company, in contra- 
vention of such rules and regulations 
or orders as the Commission deems 
necessary or appropriate to protect the 
financial integrity of companies in 
holding-company systems, to safe- 
guard the working capital of public 
utility companies, to prevent the pay- 
ment of dividends out of capital or un- 
earned surplus, or to prevent the cir- 
cumvention of the provisions of this 


title or the rules, regulations, or or- 
ders thereunder.” 

Rule U-42 of the General Rules 
and Regulations provides in pertinent 
part that no registered holding com- 
pany shall acquire, retire or redeem any 
security of which it is the issuer ex- 
cept (a) pursuant to a declaration 
which shall have been permitted to be- 
come effective according to the pro- 
cedure specified in the rule, and (b) 
pursuant to an order entered by us 
with respect to such declaration “un- 
der the applicable provisions of the 
act.” 

It will be noted that, in addition to 
establishing certain specific tests which 
must be applied to declarations filed 
under § 12(c), the section also au- 
thorizes the Commission to deny ef- 
fectiveness to a declaration filed there- 
under, if it deems it necessary or ap- 
propriate to do so “to prevent the cir- 
cumvention of the provisions of this 
title or the rules, regulations or orders 
thereunder.” Thus, if we should find 
that the carrying out of the proposed 
transactions would circumvent the 
provisions of § 11, 15 USCA § 79k, 
or of any other section of the act, we 
ought to deny effectiveness to the dec- 
laration. 

Engineers asserts that under the 
provisions of the Delaware statutes 
and its certificate of incorporation it 
is empowered to reacquire its outstand- 
ing securities in the circumstances 
present here. The mere existence of 
such corporate power, of course, does 
not remove action thereunder from 
the scope of regulation imposed by the 
Holding Company Act.‘ 





8 Samuel Okin, a holder of common stock 
of Electric Bond and Share Company, also 
filed a brief in this proceeding as amicus 
curiae, urging that the declaration of Engi- 
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neers be permitted to become effective. 

4Re The North American Co. (1942) 
Holding Company Act Release No. 3405, 43 
PUR(NS) 257. 
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Capitalization, Market Quotations, 
and Cash Requirements 


A condensed ‘corporate balance sheet 
of Engineers as of February 28, 1942, 
and an income statement for the twelve 
months ending that date are annexed 
to this opinion as Appendices A and 
B.5 The capitalization of Engineers 
as of that date was as follows: 


Preferred stock (no par; 431,000 shares au- 
thorized, 418,015 shares outstanding; is- 
sued in three series pari passu as to assets 
and earnings; entitled to $100 per share 
plus accrued dividends on involuntary 
liquidation) : 

$5 cumulative (entitled upon re- 
demption or voluntary liqui- 
dation to $105 per share, plus 
accrued dividends) -156,001 
shares outstanding $15,600,100 
$5.50 cumulative (entitled upon 
redemption or voluntary liqui- 
dation to $110 per share, plus 
accrued dividends) 192,046 
shares outstanding 19,204,600 
$6 cumulative (entitled upon re- 
demption or voluntary liqui- 
dation to $110 per share, plus 
accrued dividends) 69,968 
shares outstanding 
Common stock (1,909,968 shares 
of $1 per value authorized and 
outstanding ) 

Capital surplus 

Earned surplus 

) 


6,996,800 
1,909,968 
14,932,140 


(since May 31, 
4,575,915 


Total capitalization and surplus .. $63,219,523 


No dividends are in arrears on the 
preferred stock. Engineers has no 
bonded indebtedness. 

As of February 28, 1942, subse- 
quent to its receipt of the $3,200,000 
for its Western common stock hold- 
ings, Engineers had $7,501,553 in 
cash. According to the company, re- 
quirements of subsidiaries for 1942 
were expected to be met from funds 


in their treasuries and from earnings, 
While some 1943 expenditures, such 
as taxes and certain costs, could not 
be gauged with any degree of accu- 
racy, Engineers estimated that the 
maximum it might be called upon to 
put up in the form of equity money 
for its subsidiaries’ needs would be 
$2,750,000, leaving a cash balance of 
approximately $4,750,000. 


Background of the Transaction 


[2] The proposed  reacquisition 
cannot be regarded as an_ isolated 
transaction. It must be viewed with 
reference to the present status of En- 
gineers and the future scope of its ac- 
tivities. As early as July 23, 1941, 
we made clear our view that the act 
required a substantial resetting of the 
Engineers’ system. In our findings 
and opinion issued on that date we 
construed Clause (B) of § 11(b)(1) 
not only as prohibiting the retention 
by Engineers of the public utility sys- 
tems of Puget Sound Power and Light 
Company, The Key West Electric 
Company,* and Western, but also as 
requiring the disposition by Engineers 
of at least one of its two major sub- 
sidiaries, Gulf States Utilities Com- 
pany or Virginia Electric and Power 
Company. It was pursuant to this de- 
termination that Engineers divested 
itself of the principal assets of West- 
ern and acquired the cash with which 
it seeks to purchase and retire its own 
preferred stock. At the time that de- 
termination was made, Engineers re- 
quested that it not be required to make 





5 There are also added as Appendix C con- 
densed corporate and consolidated balance 
sheets as of December 31,. 1941, and corporate 
and consolidated income statements for the 
year ending that date, as given in the annual 
report of Engineers to its stockholders, a copy 
of which is on file with the Commission. 
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6In the order accompanying our findings 
and opinion dated July 23, 1941, we specifical- 
ly directed Engineers to dispose of its inter- 
est in Puget and Key West. Re Engineers 
Pub. Service Co. (1941) Holding Company 
Act Release No. 2897, 40 PUR(NS) 1. 
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a choice between the Virginia and Gulf 
States systems until after we had 
made a determination as to what, if 
any, additional systems and incidental 
businesses could be retained in com- 
bination with either as an alternative 
principal system.” Accordingly, we 
directed the trial examiner and coun- 
sel in the case to proceed to trial upon 
those issues. Those issues have since 


been disposed of.® 


Engineers still retains the privilege, 
which it has had from the time it first 
became a registered holding company, 
of filing under § 11(e) a voluntary 
plan of compliance with the require- 
ments of § 11(b) (1), but the entry of 
our order under that section makes it 
possible to set in motion the judicial 
machinery which may be used to re- 
quire such compliance. 


What is required, and has been re- 
quired for some time, is a comprehen- 
sive plan for the solution of the prob- 
lems presented by § 11(b)(1). It: 
true that Engineers has filed a petition 
for court review of our divestment or- 
der, but assuming, as we must, the con- 
stitutionality of that section and the 
correctness of our interpretation and 
application thereof, it is clear that a 
comprehensive plan must ultimately be 


developed, either by Engineers itself 
or in proceedings pursuant to § 11(d) 
to enforce compliance with our order. 
Such a plan would of course have to 
provide for the reduction of Engi- 
neers’ system to a single integrated sys- 
tem, together with such incidental busi- 
nesses as are retainable under the 
terms of our order. A second and 
equally important requirement under 
the act is the readjustment of the cap- 
ital structure of Engineers to conform 
to the revised scope of its operations. 
To the extent that the latter require- 
ment was not met by the exchange of 
portfolio securities for outstanding se- 
curities of Engineers, any comprehen- 
sive plan would have to provide also 
for the reduction of its capital, or for 
the investment of excess capital in oth- 
er securities or assets, the acquisition 
of which would not itself be inconsist- 
ent with the requirements of §§ 10 
and 11. 

The relationship between the prob- 
lem of divestment under the require- 
ments of § 11 and the reduction of the 
capitalization of Engineers is indicated 
by the following statement from the 
brief presented on its behalf in this 
proceeding : 

“However, it is clear that even if 





7 We expressed the opinion that Engineers 
had no right to insist upon our making de- 
terminations of that character before its 
principal system was determined, but we 
concluded that it was within our discretion 
to make advisory findings of the type request- 
ed, and that it would be reasonable to do so 
in this instance. 

8In our order dated September 16, 1942, 
Engineers was directed among other things, 
to divest itself of any interest in Gulf States 
Utilities Company, Savannah Electric and 
Power Company, El Paso Electric Company 
(Delaware), El Paso Electric Company 
(Texas), El Paso and Juarez Traction Com- 
pany, Baton Rouge Bus Company, Inc., El 
Paso Natural Gas Company, and Engineers 
Public Service Company, Inc.; and the gas 
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utility system, and gas appliance merchandis- 
ing and jobbing business and the transporta- 
tion properties of Virginia Electric and Power 
Company. Engineers Pub. Service Co. (1942) 
Holding Company Act Release No. 3796, 46 
PUR(NS) 68; rehearing denied (1942) 
Holding Company Act Release No. 3835. Un- 
der our order denying the rehearing, if Engi- 
neers desired to retain the electric utility sys- 
tem of Gulf States Utilities Company as its 
single integrated system, it had until Octo- 
ber 21, 1942, to petition for such retention, 
in which case it would be required to divest 
itself of any interest in Virginia Electric and 
Power Company. No such petition was made. 
A petition for review of these orders was 
filed in the court of appeals for the District 
of Columbia on November 14, 1942. 
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Engineers is kept in existence, the 
scope of its operations may be reduced 
as a result of the § 11 proceeding. If 
this is to be the case it becomes neces- 
sary to seek some method to reduce the 
present capitalization of Engineers to 
a point more compatible with its ulti- 
mate operations, and, in such connec- 
tion, of course, to reduce its present 
senior charges.” 

It is also clear that the proposed 
acquisitions of preferred stock are an 
integral part of such a program of re- 
duction of capital, in anticipation of, 
or incidental to, action in compliance 
with § 11(b)(1). In the course of 
the § 11(b) (1) proceeding, Engineers’ 
president, D. C. Barnes, gave the fol- 
lowing testimony: 


Q: You mentioned, Mr. Barnes, the 
possibility of keeping Engineers Pub- 
lic Service Company over Virginia and 
Savannah. What do you have in mind 
with respect to the redemption of the 
preferred stock of Engineers to reflect 
the reduction in the size of the com- 
pany? 

A. Well, one of the tentative plans 
that we set up showed the amount of 
preferred stock to be outstanding un- 
der those conditions, approximately 
60 per cent of the amount of preferred 
stock now outstanding. 

Q. And the 40 per cent would be re- 
deemed or exchanged on the basis of 
the call price? 

A. The 40 per cent would either be 
redeemed on the basis of tenders, or 
would be exchanged for preferred 
stock in a company to hold Gulf States 
Utilities Company and El Paso Elec- 


tric Company and the Baton Rouge 
Bus Company, Inc. (Italics supplied.) 


The proposals contained in the ap- 
plications and declarations now before 
us in no sense constitute a comprehen- 
sive plan. But the first transaction 
proposed, i. e., the sale of the principal 
assets of Western, in effect presented a 
partial solution of the integration prob- 
lem, and considered separately, was 
unobjectionable under the circum. 
stances existing at the time it was ap- 
proved. And the second transaction— 
the proposed use of a portion of the 
proceeds of such sale to reacquire En- 
gineers’ own preferred stock—clearly 
constitutes an attempt at a piecemeal 
solution of the second problem, the 
necessary readjustment of Engineers’ 
capital structure. That the present 
proposal is not likely to be the last finds 
some confirmation in the following 
exchange between the examiner and 
Engineers’ president at the hearings: 


The Examiner: And in the future 
there are likely to be other acquisitions 
of preferred when the company comes 
into funds, by reason of sales of sub- 
sidiaries ? 

The Witness: Yes, depending on 
what policy the directors elect to fol- 
low at that time, whether to apply 
these proceeds to the reduction of pre- 
ferred stock and the corresponding re- 
duction in preferred dividend liability, 
or the investment in some business 
that will bring in a satisfactory in- 
come to offset the continuing pre- 
ferred stock dividend liability.’ 


[3] Thus, whether or not so intend- 





9 The latter alternative was suggested only 
as a possibility to be considered by the board 
of directors, but if adopted, any acquisition 
of investments by Engineers would be sub- 
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ject to our approval under the standards of 
§ 10 of the act, and the standards of § Il 
would be expressly applicable to them by 
virtue of § 10(c). 
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ed or described, the proposal now _be- 
fore us is clearly but a step in the nec- 
essary program of compliance with 
§ 11, and that program must be re- 
garded as primarily one of divestment 
of assets and reduction of capitaliza- 
tion” Each step therein, including 
the present proposal, must be governed 
by the standards applicable to the pro- 
gram as a whole.” 

We have heretofore held that where 
it is apparent that one of the purposes 
of a proposal is to bring a holding com- 
pany system into compliance with the 
standards of § 11(b) of the act, the 
proposal must be considered in the light 
of the standards imposed by the act for 
plans presented under § 11(e).” That 
section requires that the plan be found 
“necessary to effectuate the provisions 
of subsection (b) and fair and equi- 
table to the persons affected by such 
plan.” This conclusion is not affected 
by the circumstance that Engineers has 
not in its declaration formally desig- 
nated § 11 as applicable.%* Thus, if we 


Jan. 1 to March 14, 1942 
*March 1, 1942 to Jan. 30, 1943 
*Week ended Jan. 30, 1943 
*According to the New York Times. 


Preferred 


are unable to find that the transactions 
in question would conform to the pro- 
visions of § 11, it is our duty to deny 
effectiveness to the declaration. 


Application of “Fair and Equitable” 
Standard 

It is clear, then, that if we cannot 
conclude that the reacquisition will 
comply with the “fair and equitable” 
standard, or if it has the purpose or 
effect of avoiding it, we are required 
to deny effectiveness to the declara- 
tion in which the reacquisition is pro- 
posed in order to prevent the circum- 
vention of the provisions of § 11. 
Thus we are brought to the question : 
Is this proposal fair and equitable? 

It is to be noted that the purchases 
of preferred stock are to be made on 
the New York Stock Exchange, or if 
made pursuant to the call for tenders 
are to be at prices “reasonably close 
to the market.” The range of prices 
for the various series of preferred 
stock on the New York Stock Ex- 
change has been as follows: ™ 


$5.50 Preferred $6 Preferred 
Low High High 





10Tn fact, this is the course which had twice 
been adopted by Engineers before it submit- 
ted the present proposal. For example, when 
Engineers contemplated disposing of assets 
for cash in 1939 and 1941, it submitted pro- 
posals in each instance for using such cash 
in the acquisition and retirement of shares of 
its outstanding preferred stock. The major 
factors present here were absent in our opin- 
ions permitting such acquisitions. Re Engi- 
neers Pub. Service Co. (1939) 4 SEC 615, 
7000 shares; id. (1941) Holding Company 
= Release No. 2699, 383 PUR(NS) 65, 5000 
shares. 

Re Standard Gas & El. Co.; Re San 
Diego Consol. Gas & E. Co. (1940, 1941) 7 
SEC 1089, 36 PUR(NS) 51; 8 SEC 481. 

12Re Federal Water Service Corp. (1941) 
8 SEC 893, 41 PUR(NS) 321, remanded on 


[15] 
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other grounds, Securities and Exchange Com- 
mission v. Chenery Corp. (1943) 317 US —, 
87 L ed —, 47 PUR(NS) 15, 63 S Ct 454; 
Re National Power & Light Co. (1941) Hold- 
ing Company Act Release No. 3211; Re Cen- 
tral & South West Utilities Co. (1942) Hold- 
ing Company Act Release No. 3580. Com- 
pare the following provision of Form U-1: 
“If an application states the facts which 
make applicable a particular provision of the 
act or rules and the record is adequate to 
determine the questions arising under such 
provision, the Commission may grant an ap- 
propriate order notwithstanding the failure 
of the application to specify such provision. 


" 18 See footnote 12, supra. i 
14In Appendix D hereto there is set forth 
the volume of trading in these securities and 
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Although the precise number of 
shares of the different series of pre- 
ferred which will be tendered and the 
prices to be asked for them by the 
stockholders cannot, of course, be pre- 
dicted, Engineers (at the time of the 
hearings herein) made the following 
estimate as an approximation : 


13,062 shares of $5 preferred at 57 
16,080 shares of $5.50 preferred at 


624 
5,858 shares of $6 preferred at 684 399,809 


35,000 $2,149,343 


The acquisition of 35,000 shares of 
preferred stock, 8.3 per cent of the 
total of preferred outstanding, estimat- 
ed to cost about $2,150,000, would re- 
duce preferred dividend requirements 
by about $189,000 annually, and 


$744,534 
1,005,000 


would affect the book accounts by re- 
ducing the preferred stock account by 
$3,500,000 and increasing capital sur- 
plus by $1,350,000.% 


On the other hand, Engineers’ presi- 
dent testified, on the basis of a rough 
calculation of eight times current earn- 
ings applicable to common stocks of 
subsidiaries, plus Engineers’ cash as- 
sets of $7,500,000, that at the end of 
January, 1942 Engineers’ investments 
had a value '® somewhat in excess of 
the involuntary liquidating preference 


of the outstanding preferred stock, or 
$100 per share. In other words, as. 
suming the validity of this estimate of 
value, if Engineers were successful 
in retiring 35,000 shares of preferred 
stock at a total cost of $2,150,000, the 
asset coverage of the remaining pre. 
ferred shares would be improved by 
$1,350,000, and the equity remaining 
for the common stock would be in- 
creased by the same amount. 

With regard to dividend prospects 
on the preferred stock, it appears that 
there are no dividends in arrears; that 
earned surplus per books at February 
28, 1942 was slightly in excess of divi- 
dend requirements for two years, and, 
as shown by Appendix B, that earn- 
ings on a corporate basis for the twelve 
months ended February 28, 1942 were 
1.41 times the preferred dividend re- 
quirements. On the basis of Barnes’ 
testimony, an estimate of earnings aft- 
er taxes for 1942 indicated a preferred 
dividend coverage of 1.18 on a cor- 
porate basis and 1.75 on a “consolidat- 
ed” basis.’” Barnes testified that if 
35,000 shares were retired, these ratios 
would be increased to 1.29 on a cor- 
porate basis and 1.9 on a “‘consolidat- 
ed”’ basis. 

We recognize of course that what 





a breakdown of the quotations by shorter 
periods of time. 

15 Except for the $3,500,000 reduction in the 
preferred stock account, these figures may 
vary somewhat depending upon the number of 
shares in each of the three series of preferred 
which Engineers would acquire, and the mar- 
ket prices at the time of the acquisition. 

16 On the basis of the consolidated earnings 
statement for the twelve months ended Janu- 
ary 31, 1942, which indicated $5,139,000 of 
consolidated net earnings before parent com- 
pany expenses and taxes. It is to be noted, 
however, that earnings applicable to sub- 
sidiary common stocks were after nearly 
$12,000,000 of prior charges (interest on sub- 
sidiary debt and dividends on subsidiary pre- 
ferred). On Barnes’ “eight times” formula, 
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the effect, in dollars, on the value behind En- 
gineers’ preferred stocks would be eight times 
the dollar change in the earnings applicable 
to the common stocks of subsidiaries. 

17 Using consolidated income after prior 
charges on publicly held securities of sub- 
sidiaries. It is to be noted that Barnes’ esti- 
mates were “on the basis of the accrual of 
income taxes on the basis of a normal [and] 
surtax of 35 per cent, and on excess profits 
tax of 10 per cent in excess of the present 
bracket in 1941 lower [sic], in other words, 
a top income tax rate of 70 per cent as against 
60 per cent.” The estimates gave effect to 
an income tax saving to Virginia alleged to 
result from the filing of a consolidated re- 
turn, but did not give effect to any reduction 
of tax liability which might result from the 
sale of Puget Sound common stock. 
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appeals to Engineers’ management jis 
the assumed improvement, as a result 
of the reacquisitions, in the asset and 
earnings coverages for the remainder 
of the preferred stock and for the com- 
mon. Its president thought the pur- 
chases “a good investment of the com- 
pany’s funds.” From the point of 
view of the common stockholders, this 
might very well be so, But from the 
point of view of the preferred stock- 
holders, who have the first claim on 
assets and earnings, the proposal is 
subject to much criticism. 

As we have said, we believe that the 
situation calls for the ultimate develop- 
ment of a comprehensive plan, provid- 
ing not only for the solution of Engi- 
neers’ problems under § 11(b)(1), 
but also for the readjustment of its 
capital structure which any such solu- 
tion would necessarily involve. Never- 
theless, at the time of the hearings and 
the oral argument, as well as at pres- 
ent, complete uncertainty existed as 
to the managment’s policies with re- 
spect to compliance with § 11, as to the 
means which they would propose to 
effect such compliance, and as to when 
they would see fit to take steps to do 
so. The answers to these questions lie 
largely in the discretion of the manage- 
ment. The continued existence of 
these uncertainties may well have had 
and continue to have an effect upon the 
market for the company’s preferred 
stocks. 

In this situation, we are presented 
not with a comprehensive plan of com- 
pliance and capital readjustment, but 
with a proposal for a piecemeal solu- 
tion of the company’s problems, with 
at least some indication in the record 
that similar proposals may be made in 
the future. Certainly, if the compa- 
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ny’s preferred stocks are in fact selling 
at bargain prices, as Engineers’ presi- 
dent would appear to believe, the com- 
mon stockholders might be expected to 
favor a repetition of this piecemeal 
method of effecting necessary capital 
readjustments as surplus funds become 
available, rather than the formulation 
of a comprehensive plan for the read- 
justment of Engineers’ capital struc- 
ture, in which the rights of the pre- 
ferred stock as a class would be de- 
termined once and for all. On the 
same assumption, an important feature 
of such a series of piecemeal transac- 
tions is that, in each one, the stockhold- 
ers who plan to keep their preferred 
stock would not be in the least per- 
turbed at the prospect of any other 
stockholders selling at too low a price, 
for such sales might redound to their 
own advantage. The cohesion of the 
preferred stockholders as a class is 
thus destroyed, and the opposition 
which would be generated by a com- 
prehensive plan which made an inade- 
quate settlement with the preferred 
stock as a class is thus dissipated. The 
assumed advantages of this procedure 
to the common stockholders and to the 
preferred stockholders who do not sell 
might very well provide an incentive 
to the management for further delay 
in formulating and presenting a com- 
prehensive plan. 

[4] Of course the management of 
Engineers owes fiduciary obligations 
not only to the holders of the common 
stock, but also to all the holders of the 
preferred stock. We may grant that 
Engineers’ management has made its 
proposal in a genuine belief that all 
groups of stockholders would be bene- 
fited thereby, and the further belief 
that, in advancing it, it is performing 
47 PUR(NS) 
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its fiduciary duty to act impartially in 
their interests. But the mere poten- 
tiality of harm is enough to bring into 
operation the equitable principles which 
apply to the representation of conflict- 
ing interests by persons who occupy a 
fiduciary position.” 

[5] Under the circumstances here 
present, we believe that at a minimum 
the “fair and equitable” standard re- 
quires that some reasonable relation 
be shown to exist between the prices 
at which it is proposed to acquire 
shares of preferred stock and the treat- 
ment which might reasonably be ex- 
pected to be accorded to them under a 
comprehensive plan. 

Of course the treatment to be ac- 
corded to the preferred stocks under a 
comprehensive plan depends upon the 
conditions existing at the time such 
plan is approved. The mere fact that 


the holders of shares of preferred 
stock are entitled to a preference of 
$100 a share on involuntary liquida- 
tion does not mean that they will ac- 
tually realize that amount if they elect 


to retain their holdings. Whether 
they will or not depends upon a num- 
ber of factors, among them (a) the 
occurrence of one of the contingencies 
upon which their right to such prefer- 
ence depends, and (b) the value of En- 
gineers’ assets at the time such con- 


tingency occurs. We take note also of 
Engineers’ argument that the pending 
§ 11 proceeding is not likely to result 
in the “liquidation” of Engineers, and 
that even if it does, the proper stand. 
ard for the adjustment of rights of 
preferred stockholders is not the liqui- 
dation preference to which they would 
be entitled on a voluntary liquidation, 
liquidation in bankruptcy, or a bank- 
ruptcy reorganization proceeding, but 
the fair value of their expectations in 
the absence of any such proceeding, 
taking into account their liquidation 
preferences as but one of many fac- 
tors. Whatever may be the answer to 
these questions, it is clear to us that, 
in the circumstances of this case, if 
the prices at which it is proposed to 
acquire shares of preferred stock are 
too low in relation to the treatment to 
which the preferred stockholders 
would be entitled under a compreher- 
sive plan, the proposal is unfair to 
those who sell ; if too high, it is unfair 
to those who retain their holdings. In 
the existing uncertainty as to when a 
comprehensive plan will be filed, what 
form it will take, and indeed, whether 
one will be filed at all, we find it im- 
possible to determine at this time what 
treatinent would have to be accorded 
to the preferred stocks under such a 
plan. Still less are we in any position 





18In numerous prior cases in which we 
have permitted corporations to reacquire their 
own securities, we have imposed conditions to 
safeguard against breaches of fiduciary obli- 
gations. Thus persons or companies stand- 
ing in a fiduciary relationship to other se- 
curity holders of the reacquiring corporation 
have been required to defer offering their 
holdings until the other investors had sold 
their securities to the corporation. Re Utili- 
ties Power & Light Corp. (1938) 4 SEC 131; 
ibid. (1939) 4 SEC 986; the fiduciaries have 
had the price paid for their holdings tested 
by a price independently arrived at. Re The 
United Light & P. Co. (1940) 7 SEC 98; 
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they have had a limit placed on the profits 
they could take on their sales. Re North 
American Gas & E. Co. (1940) 7 SEC 573; 
cf. Re Middle West Utilities Co. (1937) 2 
SEC 475; and in several cases they have been 
prohibited outright from making any sales to 
the reacquiring corporation. Re California 
Pub. Service Co. (1939) 6 SEC 368; Re 
Washington Gas & E. Co. (1940) 7 SEC 
1009, 36 PUR(NS) 220; Re Central States 
Power & Light Corp. (1941) Holding Com- 
pany Act Release No. 2731; Re Consolidated 
Electric & Gas Co. (1941) Holding Company 
Act Release No. 3064. 
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to determine whether a reasonable rela- 
tionship exists between such treatment 
and the prices at which it is proposed 
now to acquire shares of preferred 
stock. Certainly the record now be- 
fore us does not permit us to make any 
such determinations at this time. 

The conclusion is inescapable that, 
under the circumstances, it is impos- 
sible for us to measure the proposed 
transactions against the standards of 
fairness and equitableness. Without a 
complete, definitive plan, the manage- 
ment of Engineers has no basis for 
itself determining that the transactions 
comply with those standards, and we 
are completely without capacity to as- 
sess the proposal under the act. It has 
been urged on behalf of Engineers that 
it needed more knowledge in order to 
formulate and submit a plan. The 
management can therefore expect no 
more from us, lacking the very same 
knowledge, than a finding that we can- 
not, on the basis of the present record, 
approve the proposed reacquisition as 
fair and equitable. 

Even if the plan is “voluntary” in 
the sense that no preferred stockholder 
need tender or sell his shares unless he 
wishes to do so, that fact would not 
be conclusive, where, as here, the ques- 
tion is one of essential fairness of the 
proposal to the various parties affect- 
ed. Engineers also asserted that its 
position as a large purchaser would 
aid preferred stockholders who might 
desire to sell their holdings, and sug- 
gested that some holders of preferred 
stock would dispose of their holdings 
at the present prices even if the pro- 
posal which is now before us should 
not be approved. That might well be, 
but at least it could be said that Engi- 
neers itself was not responsible for 
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making such purchases in a setting 
which is not consistent with the stand- 
ards established by the act. 

We see no occasion to consider the 
relative weight of the various factors 
enumerated above, or whether any one 
of them alone would require disap- 
proval of the present proposal. Nor 
do we see any occasion to consider 
whether the absence of any one or 
more of these factors would cause us 
to change our view. Those questions 
can be answered when they come up. 
For the purposes of the present decla- 
ration, it is sufficient for us to say that, 
under the circumstances outlined, we 
are unable to find that the proposal 
conforms to the “fair and equitable” 
standard embodied in § 11 of the act. 


Alternative Uses for Engineers’ Funds 


We realize the practical necessity of 
Engineers’ finding outlets for its cash 
that will yield it a return, or of reduc- 
ing its capitalization and its dividend 
requirements to a point commensurate 
with its income-producing assets. En- 
gineers has stated that it has given con- 
sideration to methods of accomplish- 
ing these results other than the one 
here advanced. It felt, however, that 
there were legal and practical objec- 
tions to these alternatives, and urges 
that until a solution is worked out, its 
excess cash should be used for the ac- 
quisition of preferred stock as now 
proposed. 

The alternatives considered by En- 
gineers do not appear to relate to the 
improvement of the capital structures 
of its subsidiaries. In the case of sev- 
eral subsidiaries, a further investment 
by Engineers for the purpose of sim- 
plifying their structures and eliminat- 
ing some of their senior securities 
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would, we suggest, have considerable 
merit as tending to strengthen their fi- 
nancial integrity, aiding in compliance 
with § 11(b), and affording Engineers 
a substantial return on the cash so em- 
ployed. Such action would seem es- 
pecially appropriate in the case of those 
subsidiaries whose securities Engi- 
neers may plan to distribute to its own 
stockholders. The interests of Engi- 
neers’ security holders would be well 
served by having the _ subsidiaries 
placed on a sound financial footing be- 
fore such a distribution is consummat- 
ed. 


An appropriate order will issue. 


By the Commission (Chairman Pur- 
cell and Commissioners Pike, Burke, 
and O’Brien), Commissioner Healy 
filing a separate concurring opinion. 


HEALy, Commissioner, concurring : 
The proposal presented to us was and 
still is that Engineers sell Western and 
use part of the proceeds to repurchase 
and cancel part of its own preferred 
stock. We granted the permission to 
sell and reserved jurisdiction as to the 
part of the proposal relating to the re- 
purchase. 

The applicant indicates it thinks 
§ 12(c) is the applicable section of the 
act. I assume, without deciding, that 
this is correct. 

Certain basic facts seem beyond dis- 
pute. It is plain: 

(A) We are dealing with a pro- 
posal to use capital assets to buy in 
stock ; 

(B) These capital assets were ob- 
tained from the actual liquidation of 
an important part of the enterprise; 

(C) The issued preferred capital is 
to be reduced thereby ; 

(D) The capital assets referred to 


are not to be distributed pro rata 
among the preferred stockholders, but 

(E) The preferred stock is to be 
repurchased at a high discount, prob- 
ably to the advantage of the remaining 
preferred stockholders and _ possibly 
the common stock ; and 

(F) Most of this is happening be- 
cause of § 11(b)(1) and the orders 
of this Commission. 

The diminution in scope of Engi- 
neers’ activities is admittedly the result 
of the impact of § 11 on its system. 
The divestments of property which 
have taken place and which will take 
place in the future are for the purpose 
of bringing the operations of Engi- 
neers into compliance with the stand- 
ards of that section. Those divest- 
ments and the disposition of the re- 
sultant proceeds are but steps in a plan 
which will ultimately bring the system 
into compliance. It is true that at the 
present stage no comprehensive and 
final plan has been presented. Never- 
theless, these steps are being taken be- 
cause it is plain that they inevitably 
would be part of any ultimate plan. 
In essence therefore, all this is a means 
of complying with § 11 of this statute. 

However, the statute contains two 
methods for compliance, one by vol- 
untary action under § 11(e) ; the oth- 
er by compulsion under § 11(b) (2) 
plus application for enforcement un- 
der § 11(d). Both § 11(e) and § 11 
(d) provide that the plan of com- 
pliance must be fair and equitable. In 
my opinion, as in the opinion of the 
majority as I read it, it was intended 
by Congress that compliance with § 11 
was to be accomplished by means of 
fair and equitable plans. It was not 
intended that liquidations, partial or 
total, required or forced by the act 
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should create or afford an opportunity 
or occasion for a management selected 
by and acting in the interests of the 
common stock to trade the preferred 
out of its prior and preferred rights in 
the assets. It was not intended that 
compliance should be worked out to 
the peculiar benefit of whatever group 
might be in control of the system in- 
volved. 

I therefore come to the conclusion 
that if the repurchase of these shares 
tends to circumvent the act, we are au- 
thorized, indeed required, by § 12(c) 
to prevent it.. Thus we are brought 
to the question: Is this repurchase 
plan fair and equitable, as those words 
are used in § 11(d) and § 11(e)? If 
not, then the repurchase is a circum- 
vention of those sections and should 
not be permitted. 

The certificate of incorporation of 
Engineers provides: 

“Preference on liquidation, etc. In 
the event of any liquidation, dissolu- 
tion or winding up of this corporation, 
or any reduction of its capital stock, 
resulting in any distribution of tts as- 
sets to tts stockholders, the holders of 
the preferred stock of each series shall 
be entitled to receive, for each share 
thereof, an amount equal to $100, to- 
gether with all dividends accrued or 
in arrears thereon, If upon 
any such liquidation, dissolution or 
winding up or reduction, the assets dis- 
tributable among the holders of the 


preferred stock shall be insufficient to 
permit the payment of the full prefer- 
ential amounts aforesaid, then the en- 
tire assets of this corporation to be 
distributed shall be distributed among 
the holders of the preferred stock then 
outstanding, ratably in proportion to 
the full preferential amounts to which 
they are respectively entitled.? 


“Redemption and repurchase. This 
corporation may, at its option, at any 
time or from time to time, redeem the 
whole or any part of the preferred 
stock or of any series thereof, at a 
price for each share thereof equal to 
$100, plus the fixed redemption pre- 
mium therefor, if any, together with 
the amount of any dividends accrued 
or in arrears thereon. Any 
such redemption of preferred stock 
shall be in such amount, at such place 
and by such method, whether by lot or 
pro rata, as shall from time to time 
be provided by the by-laws of this cor- 
poration or be determined by resolu- 
tion of its board of directors. ; 
This corporation may also from time 
to time repurchase shares of its pre- 
ferred stock at not exceeding the price 
or prices at which the same may be 
redeemed.” ® 

The phrase “fair and equitable” 
recognized as a term of art and 
through repeated decisions of the Su- 
preme Court has acquired a settled 
meaning, requiring the application of 
the absolute priorities doctrine. This 





1The pertinent provisions | of § 12(c) are 
quoted in the majority opinion. 

2 Article 4, Division A, Paragraph III. 
Italics supplied. 

8 Article 4, Division A, Paragraph IV. 
Italics supplied. 

Case v. Los Angeles Lumber Products Co. 
(1939) 308 US 106, 84 L ed 110, 60 S Ct 
1, Cf. New York Trust Co. v. Securities 
and Exchange Commission (1942) 131 F(2d) 
274, 46 PUR(NS) 270, 274, where the court 
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sustained an order of this Commission issued 
in dissolution proceedings of Re The United 
Light & P. Co. (SEC 1942) Holding Com- 
pany Act Release No. 3345, 42 PUR(NS) 
193, denying the claim of debenture holders 
to a premium in addition to the principal and 
accrued interest on the bonds. The court 
stated, inter alia, “The order under review 
was fair and reasonable to all 
parties in interest since it provided for the 
payment of the bonds in a way which dis- 
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doctrine applies to the reorganization 
or liquidation of solvent corporations® 
and to the determination of the rights 
of preferred stockholders.® It is clear 
that the proposal does not comply with 
that standard. We are confronted 
here with a partial liquidation’ of the 
company—not a total liquidation at 
the moment, but a pro tanto liquidation 
of an important part of the enterprise 
under the compulsion of a Federal stat- 
ute. The company has been compelled 
to convert an important part of its as- 
sets from investment in the securities 
of a utility operating company, i. e., 
Western, into cash. I do not think 
that the proposed use of this cash is 
fair and equitable. The management 
is dealing with capital which, because 
of the force of this statute, can no 
longer be devoted to the purpose for 
which it was contributed. Therefore 
it should be returned to those who con- 
tributed it (or their successors and as- 
signs).® It is in equity the property 
of all the stockholders. However, the 
preferred stockholders have a claim on 
it superior to that of the common 
stockholders. The capital was con- 
tributed for the purpose of carrying 


on the enterprise but the enterprise can- 
not be carried on in its entirety. The 
management apparently has found no 
lawful way in which this capital can be 
reinvested in furtherance of the pur- 
poses for which the corporation was 
created. The fair course is to return 
it. If at the very inception of the en- 
terprise, after the capital had been 
raised, and before it had been invested, 
the management had found it impos- 
sible to launch the enterprise, a pro- 
posal that the capital not be returned 
but that it be used to buy out the pre- 
ferred at a discount and enrich the 
common, who elected and controlled 
the management, would be universally 
regarded as monstrous. The present 
case is not greatly different where the 
management has in effect found that 
this particular part of the capital of 
the corporation can no longer be used 
for the purpose for which it was con- 
tributed. I do not believe it was 
turned over by the subscribers to the 
preferred stock with the expectation or 
understanding that it would be used to 
buy them out of the enterprise at a sub- 
stantial discount.” 

My views as to the charter provi- 





charged in full the contract obligations of the 
dissolved corporation.” See also my dissents 
in Re Federal Water Service Corp. (1941) 
8 SEC 893, 41 PUR(NS) 321, and in Re 
International Paper & Power Co. (1937) 2 
SEC 274. 

5 Consolidated Rock Products Co. v. Du 
Bois (1941) 312 US 510, 527, 85 L ed 982, 
61 S Ct 675. 

8 See Re Utilities Power & Light Corp. 
(1939) 29 F Supp 763, appeal dismissed 
March 9, 1940; Re Chicago G. W. R. Co. 
(1939) 29 F Supp 149; Re National Food 
Products Corp. (1938) 23 F Supp 979; Re 
Porto Rican American Tobacco Co. (1940) 
112 F(2d) 655. 

7In contrast with the Federal Water Serv- 
ice Case, supra, an actual pro tanto liquida- 
tion is involved here. Cf. Columbia Gas & 
E. Corp. (SEC 1942) Holding Company Act 
Release No. 3885. 

8 The equitable principle seems to be estab- 
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lished that when the purposes of a corpora- 
tion must be abandoned, or have come to an 
end, any stockholder can force its dissolution. 
Tower Hill-Connellsville Coke Co. v. - Pied- 
mont Coal Co. (1933) 64 F(2d) 817, cert. 
den. (1933) 290 US 675, 78 L ed 582, 4 
S Ct 93; Fisher v. Bankers’ Fire & Marine 
Insurance Co. (1934) 229 Ala 173, 155 So 
538; see Hornstein, A Remedy for Corporate 
Abuse—Judicial Power to Wind up a Cor- 
poration at the Suit of a Minority Stock- 
holder (1940) 40 Col Law Rev 220. k 

8 The importance which courts place on this 
superiority of position is illustrated by 2 
recent Delaware case holding that on Jiquida- 
tion preferred stockholders are entitled to 
have arrearages paid out of capital where sur- 
plus is inadequate. Cox v. Sellers (Del Ch 
1942) 28 A(2d) 679. See also Penington 


v. Commonwealth Hotel Construction Corp. 
(Del 1931) 155 Atl 514. . 
10 See 1 Morawetz, Law of Private Cor- 
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sions are not inconsistent with these 
conclusions. The charter provides that 
in the case of any liquidation or dis- 
solution or reduction of capital result- 
ing in a distribution of assets, the pre- 
ferred stockholders are to receive $100 
plus accrued dividends, or, if assets are 
insufficient for that, the distribution 
shall be on a pro rata basis among the 
preferred stockholders. Thus, it seems 
clear that the intent was that if the 
enterprise, or any substantial part of 
it, was abandoned the capital involved 
and thereby released, should be re- 
turned to those who contributed it or 
to those who had succeeded to their 
rights. I will pass by, without imply- 
ing anything, the charter provisions as 
to liquidation and dissolution, for it is 
very clear that we have before us at 
least a proposed reduction of capital. 
Certainly the reduction provision in 
the charter was pointed toward some- 
thing less than total dissolution or 


liquidation. The stock to be repur- 
chased is not to be held in the treasury, 
it is not to be offered for resale; it 
is to be canceled. The fact that the 
authorized capital is not to be reduced 
seems to be of no importance. The 
actual captial is being reduced and per- 
manently reduced. It may be argued 
that it is not the reduction of capital 
that results in the distribution of assets 
but it is the distribution of assets that 
results in the reduction of capital. 
However, it seems of no consequence 
whether the reduction brings about the 
distribution or the distribution brings 
about the reduction. In substance they 
are the same.” Capital is being re- 
duced; capital assets are being dis- 
tributed. There could be no reduction 
of capital without a distribution of 
some kind; that is, in the absence of 
reorganization, formal or otherwise. 
I do not believe it is consistent with 
the act that upon a pro tanto liquida- 





porations (2d Ed. 1886) § 112. He states 
that : 

“The fact that such a transaction (repur- 
chase) may not necessarily be injurious to 
any person is not sufficient reason for sup- 
porting it. Jt is contrary to the fundamental 
agreement of the stockholders, and is con- 
demned by the plainest dictates of sound pol- 
icy. To allow directors to exercise such a 
power would be a fruitful source of unfair- 
ness, mismanagement, and corruption.” 

See also Stevens, Corporations, 244 (1936) ; 
Dewing, Financial Policy of Corporations 
(4th Ed. 1941) 157. Berle and Means, The 
Modern Corporation and Private Property 
(1932) state at p. 174 that: 

“Purchase at prices below book value in 
order to increase asset value per share is 

. . by no means unusual; . . . Car- 
ried to an extreme, the practice would permit 
a board of directors in a depressed market 
to use all of the surplus funds of the cor- 
poration (including paid-in surplus), to retire 
shares which are temporarily depressed. This 
carries with it the danger that a management 
seeking to strengthen its own share holdings 
or to make an asset showing per share more 
favorable than operations would permit, 
might deliberately depress the stock, or at 
least sanction an erroneous open market ap- 


praisal, for the sole purpose of gathering in 
as much cheap stock as its surplus fund would 
stand, thereby increasing the relative partici- 
pations of all remaining holders. In other 
words, they might strengthen the corporation 
through a process of veiled manipulation of 
shares of their own stock. This involves 
placing the board of directors marketwise, in 
a position so directly adverse to the share- 
holders whom they nominally represent, as 
to create a situation which seems, on its face, 
unsound. 

ll lesasints, anes; states that: 

“No verbiage can disguise the fact that a 
purchase by a corporation of shares in itself 
really amounts to a reduction of the com- 
pany’s assets, and that the shares purchased 
do in fact remain extinguished, at least until 
the reissue has taken place.” 

Under § 27 of the Delaware Corporation 
Law, these shares of Engineers would become 
“authorized but unissued.” Were Engineers’ 
charter to contain a provision preventing the 
reissue of such shares, their purchase would 
work an automatic reduction of capital by the 
face amount of the securities purchased. The 
absence of that formal proviso should not 
detract from the essential nature of the trans- 
action, especially as this preferred is not to 
be reissued, but canceled. 
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tion such as this, preferred stockhold- 
ers should be pitted against preferred 
stockholders and common stockholders 
against preferred, especially by a man- 
agement which is supposed to represent 
ail the stockholders. And when we 
find that the management which pre- 
sents the proposal is, as in the present 
case, chosen by the common stock- 
holders, who stand to benefit the most 
if the preferred are gotten out at a 
discount, the lack of fairness and equi- 
ty in the proposal is emphasized. 

I am aware that the paragraph of 
the charter, requiring a pro rata dis- 
tribution in case of liquidation, dis- 
solution or reduction of capital, has 
annexed to it the provision that noth- 
ing in that paragraph shall prevent the 
corporation from repurchasing its own 
stock. I am willing to assume, al- 
though not convinced of it,” that such 
a repurchase would not be violative of 
the charter provision or ultra vires the 
corporation, Yet I think it is against 
equity and good conscience to do it. 
There are many corporate acts which, 
while not ultra vires or violative of 
charter provisions, are regarded under 
various circumstances, as inequitable." 

I concur in the conclusion that the 


application must be denied. I think we 
should consider whether we should is- 
sue an order under § 11(b) (1) requir- 
ing the corporation to show cause 
forthwith why the avails of the sale of 
Western should not be distributed at 
once pro rata to the preferred stock- 
holders,* to be followed by an appro- 
priate adjustment of the preferred 
dividend. 

If the company should propose to 
use these funds to strengthen its sub- 
sidiaries I would not regard my sug- 
gestion as an insurmountable barrier 
to approving such a proposal if it con- 
formed to the act in other respects; in 
other words I would consider carefully 
whether such a proposal would be an 
adequate response to a show cause or- 
der (if one issued). 

My conclusions are limited strictly 
to the facts of this case. There is no 
occasion to consider how we should 
decide a different proposal, e. g., one 
to repurchase by means of earned sur- 
plus under circumstances not impair- 
ing the ability to maintain dividends by 
a company not possessed of important 
amounts of cash derived from the sale 
of capital assets and not facing a total 
or pro tanto liquidation. 





12 Paragraph III of Article 4, Division A, 
requiring payment in full in liquidation or 
reduction provides that nothing therein con- 
tained “shall be deemed to prevent the pur- 
chase or redemption of preferred stock in any 
manner permitted by Paragraph IV.” Para- 
graph IV requires redemption to be at par 
and pro rata and further provides “This cor- 
poration may also from time to time repur- 
chase shares of its preferred stock at not ex- 
ceeding the price or prices at which the same 
may be redeemed.” There is nothing in this 
latter provision authorizing repurchases for 
liquidation or reduction purposes at less than 


par. 
13 English law in general prohibits the re- 
purchase by a limited company of its out- 
standing securities on the theory that such 
repurchases constitute an evasion of the statu- 


tory provisions covering formal reductions in 
capital. See Trevor v. Whitworth (Eng. 
1887) 12 App Cas 409; see also Levy, Pur- 
chase by an English Company of its Own 
Shares (1930) 79 Univ Pa Law Rev 45; 
Sykes, Companies As Owners of Their Own 
Shares (1930) 74 Solicitor’s J. & Weekly 
Rep 451; Statutory Prohibition against a 
Company Purchasing Its Own Shares (1936) 
80 Id 237, 257. 

14See Tower Hill-Connellsville Coke Co. 
v. Piedmont Coal Co. (1929) 33 F(2d) 703. 
Cf. General Investment Co. v. American Hide 
& Leather Co. (1925) 98 NJ Eq 326, 129 
Atl 245; Vanden Bosch v. Michigan Trust 
Co. (1929) 35 F(2d) 643. 

15 It has already been pointed out that En- 
gineers has no debt. 
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Re North American Light & Power 
Company et al. 


(File Nos. 59-39, 54-50, 59-10, Release No. 4066.) 


Intercorporate relations, § 6 — Jurisdiction of Commission — Holding company 


simplification — Claims. 


1. The Securities and Exchange Commission, in determining whether a 
plan for liquidation of a registered holding company is fair and reasonable 
under § 11 of the Holding Company Act, has jurisdiction to determine the 
validity, amount, and rank of an unliquidated claim filed by a subsidiary 
when the claim is so substantial as to preclude formulation or consideration 
of a plan without such determination, p. 236. 


Intercorporate relations, § 19.8 — Liquidation of holding company — Time ex- 


tension. 


2. An application under § 11(c) of the Holding Company Act for an ex- 
tension of time for compliance with an order to liquidate a registered hold- 
ing company should be granted where it appears that the company is pro- 
ceeding with due diligence to comply with the Commission’s order but that 
complex questions have arisen out of the filing of an unliquidated claim 
on which a hearing is in progress, p. 237. 


(Heaty, Commissioner, dissents.) 
[January 22, 1943.] 


OTION to dismiss claim in proceedings under § 11 of the 
M Holding Company Act and application for time extension 
for liquidation of registered holding company; motion denied 

and extension granted.* 


APPEARANCES: Clayton E. Kline 
and Benjamin Schenker, for North 
American Light & Power Company; 
Sydney K. Schiff, for Illinois Iowa 
Power Company; Lawrence R. Con- 
don, for Nellie B. Walters and others, 
holders of preferred stock of North 
American Light & Power Company; 


James F. Masterson, for Scott Brown, 
a holder of preferred stock of North 
American Light & Power Company ; 
Stoddard M. Stevens, Jr., and Hous- 
ton H. Wasson, for The North Amer- 
ican Company; Henry C. Lank, for 
the Public Utilities Division of the 
Commission. 





-*A motion filed on February 5, 1943, to 
dismiss the claims asserted by Illinois Iowa 
Power Company in these proceedings, or al- 
ternatively, to stay proceedings before the 
Commission until such claims should be ad- 
judicated in a pending action brought by IIli- 


235 


nois Iowa Power Company against North 
American Light & Power Company in the 
United States District Court for District of 
Delaware, was denied in Re North American 
Light & P. Co., File Nos. 59-39, 54-50, 59-10, 
Release No. 4098, Feb. 5, 1943. 
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By the Commission: On Decem- 
ber 30, 1941, we entered an order un- 
der § 11(b)(2) of the Public Utility 
Holding Company Act of 1935, 15 
USCA § 79k(b) (2), requiring liqui- 
dation of North American Light & 
Power Company (“Light & Pow- 
er”),’ a registered holding company, 
and directing that company and its 
parent, The North American Company 
(also a registered holding company) 
to proceed with due diligence to sub- 
mit a plan for the liquidation of Light 
& Power. There are presently before 
us two matters arising out of the or- 
der of December 30, 1941: (1) a 
claim by Illinois Iowa Power Com- 
pany (“Illinois Iowa”)—both a reg- 
istered holding company and a public 
utility subsidiary of Light & Power— 
against Light & Power alleging certain 
wrongful transactions to the detri- 
ment of Illinois Iowa and for the ben- 
efit of Light & Power occurring while 
Illinois lowa was under the control of 
Light & Power; and (2) an applica- 
tion by Light & Power pursuant to 
§ 11(c) of the act for an extension 
of the time within which it must com- 
ply with our liquidation order of De- 
cember 30, 1941. 

With respect to the claim of Illinois 
Iowa, Light & Power has asserted cer- 
tain cross claims or claims by way of 
equitable defense or set-off and has 
moved to dismiss the hearing which 
we ordered on the claim of Illinois 
Iowa. The motion to dismiss is based 
on the contention that we have no ju- 
risdiction to adjudicate the claim as- 
serted by Illinois Iowa. On Novem- 
ber 28, 1942, we issued our memoran- 


dum opinion * after oral argument on 
the motion to dismiss, directing that 
the hearing on the claim proceed and 
reserving our decision on the juris- 
dictional question. Light & Power’s 
application for extension pursuant to 
§ 11(c) of the act was filed on No- 
vember 28, 1942, the day on which 
our memorandum opinion was issued. 
Hearing has been had and briefs filed 
on the application for extension. 
Since the question of extension is in- 
timately related to the hearing on the 
claim, it appears necessary now to out- 
line more definitely the future course 
of the liquidation of Light & Power 
and the relationship of the Commis- 
sion, the courts, and the various inter- 
ested parties to that liquidation. 

[1] It does not seem to us neces- 
sary for purposes of this opinion to 
discuss in detail the nature of the 
claims asserted. It is sufficient for 
present purposes to note that the as- 
serted claims, though unliquidated in 
amount, are so substantial that if lia- 
bility exists it may exceed by a very 
substantial amount the value of any in- 
terest which Light & Power may have 
in Illinois Iowa. 

Under § 11(a) of the act we are 
directed “to examine the corporate 
structure of every registered holding 
company and _ subsidiary company 
thereof, the relationships among the 
companies in the holding company 
system of every such company and the 
character of the interests thereof . . .” 
In our opinion, § 11(a) alone would 
authorize this proceeding on the claim. 
Without doubt, this proceeding is part 
of an examination of the relationships 





1 Holding Company Act Release No. 3233 
(1941) 41 PUR(NS) 306. 


2Re North American Light & P. Co. 
iy Holding Company Act Release No. 
940. 
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between Illinois Iowa and Light & 
Power, and the character of the inter- 
ests thereof. And because of the sub- 
stantiality of the claim, if it is well 
founded, no determination of what is 
a fair and equitable plan of compli- 
ance can proceed until the claim has 
been determined. 

We have reached the point in the 
liquidation of Light & Power where 
the formulation and effectuation of a 
fair and equitable plan of liquidation 
is the only substantial function which 
remains to be performed. By whom- 
soever proposed,* the plan must be 
found “fair and equitable’ by the 
Commission—and subsequently, when 
enforcement is sought, by the court. 

A plan has already been filed by 
Light & Power, in which the Illinois 
Iowa claim is not recognized or pro- 
vided for. As an incident*to making 
our statutory determination as to 
whether Light & Power’s plan is fair 
and equitable, we must pass on the 
validity of the Illinois Iowa claim. 
This would be true even if Light & 
Power withdrew its plan, or never had 
filed a plan, as in such event it would 
be the duty of the Commission under 
§ 11(d) to propose or approve a plan 
found by it to be fair and equitable; 
and any such finding presupposes a 
determination of claims asserted 
against the estate. The performance 
of our functions under §§ 11(d), (e), 
and (f) of the act requires us, as an 


essential incident, to determine the 
validity, amount, and rank of the Illi- 
nois Iowa claim. An appropriate or- 
der will issue denying the motion of 
Light & Power to dismiss the hearing 
on the claim. 

[2] The question remaining is 
whether Light & Power’s application 
under § 11(c) of the act should be 
granted. Section 11(c) provides that 
the Commission shall extend the time 
for compliance with any order under 
§ 11(b) for an additional period not 
exceeding one year “if it finds such 
extension necessary or appropriate in 
the public interest or for the protec- 
tion of investors or consumers’ —up- 
on a showing made after the entry of 
the order that the applicant has been 
unable in the exercise of due diligence 
to comply with the order within a year 
from the date of its entry. The rec- 
ord indicates that Light & Power, in 
the exercise of due diligence, has been 
unable to comply with the liquidation 
order of December 30, 1941, within 
the statutory one-year period, and ad- 
ditional time will be required for that 
purpose. 

The staff in its brief recognized that 
Light & Power had been diligent.* 
Lawrence R. Condon, appearing as 
counsel for certain of the public pre- 
ferred stockholders of Light & Pow- 
er, asserted that the management and 
counsel of Light & Power were not 
in a position to act effectively on be- 





8 See §§ 11(d), (e), and (f) of the act. 

*Section 11(b)(2) requires, among other 
things, the elimination of undue or unneces- 
sary complexities in holding company systems 
resulting from the corporate structure or ex- 
istence of any company therein. If the claim 
is valid its existence may well be said to re- 
sult in an undue or unnecessary complexity 
and to require elimination in some appropriate 
manner under § 11(b)(2). Whether this be 
true or not, certainly we do have jurisdiction 
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under that section to hear the claim and de- 
termine what disposition thereof is necessary 
thereunder. And this jurisdiction inheres ir- 
respective of the filing, failure to file, or with- 
drawal of plans by Light & Power. 

5 The same position is taken by Scott 
Brown, a holder of Light & Power’s preferred 
stock who was given leave to file a brief on 
this question. In opposition to the staff, he 
took the position that the application under 
§ 11(c) should for this reason be granted. 
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half of the public security holders of 
Light & Power because that company 
is under the domination of The North 
American Company. He opposed the 
application for extension on the the- 
ory that some means ought to be de- 
vised for lodging control and repre- 
sentation of Light & Power in the 
hands of distinterested persons such 
as might be appointed by a court in 
place of those who have been selected 
by North American. 

While it is true that the manage- 
ment and counsel of Light & Power 
were selected by North American, this 
is only natural in view of the extent of 
North American’s investments, vis-a- 
vis the public, in Light & Power. In 
every case in which such a situation is 
presented, there is the possibility of 
undue control of the management to 
the detriment of the public. However, 
we conceive it to be our function and 
the function of our staff to be vigilant 
in protecting the interests of minority 
public holders from detriment at the 
hands of holding companies, their 
management and counsel. The record 
does not indicate that expeditious com- 
pliance may not be had from a contin- 
uation of the present proceedings be- 
fore the Commission. When manda- 
tory judicial proceedings are neces- 
sary, we shall not hesitate to resort to 
them. 

In view of our duty to approve 
some plan as fair and equitable in the 
light of the Illinois Iowa claim and 


other matters bearing upon the extent 
and character of Light & Power’s as- 
sets and liabilities, we think an exten- 
sion of time for compliance with our 
liquidation order is in the public in- 
terest and for the protection of in- 
vestors and consumers. It is our pur- 
pose, as soon as such a plan has been 
approved, to apply to a court for its 
enforcement. It appears that the pres- 
ent proceedings will not be disposed of 
in less than six months. Accordingly, 
our order will grant Light & Power 
an additional six months to comply 
with the liquidation order, without 
prejudice to its right to renew its ap- 
plication for a further extension of 
time should that be necessary. 


HEa.Ly, Commissioner, dissenting: 
I think the Commission lacks jurisdic- 
tion to determine the unliquidated 
claims of Light & Power and Illinois 
Iowa against each other based on al- 
leged causes of action arising before 
and outside the act and that the motion 
to dismiss should be granted. For that 
reason and that reason alone I also 
think the application for an extension 
under § 11(c) should be denied. 
Since a court taking jurisdiction un- 
der either § 11(d) or § 11(e) has by 
the terms of the act “exclusive juris- 
diction and possession” of the com- 
pany “and the assets thereof” I feel 
the sooner the case and its disputes as 
to claims gets into such a court the 
better. Therefore I dissent. 
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Re Consumers Gas Company 


[Application Docket No. 61814.] 


Consolidation, merger, and sale, § 23 — Benefits of stock acquisition — Leased 


property. 


A gas company operating properties under a 99-year lease, which has ac- 
cumulated a special fund to acquire the properties under option on termina- 
tion of the lease, should be authorized to use the special fund to acquire 
capital stock of the lessor company from nonaffiliated interests upon a show- 
ing that if all the shares are acquired, a merger of the companies could 
be consummated, with a lessening of expenses and liabilities, and if part of 
the shares are acquired, the company is assured of a return on its invest- 


ment. 


(BucHANAN and BeamisH, Commissioners, dissent.) 


[January 12, 1943.] 


APPLICATION by lessee to acquire shares of stock from lessor 


company; granted subject to conditions. 


By the Commission: The matter 
before us is an application by Con- 
sumers Gas Company (hereinafter 
called “applicant”) seeking our ap- 
proval of the purchase by it, from 
time to time, of shares of capital stock 
of Reading Gas Company (herein- 
after called “Reading’’) from non- 
affliated interests. 

Applicant was incorporated under 
the laws of Pennsylvania and is en- 
gaged in the business of supplying 
manufactured gas in the city of Read- 
ing and adjacent boroughs and town- 
ships, all in the county of Berks. It 
leases all the property and franchises 
of Reading for a term of ninety-nine 
years under an agreement dated No- 
vember 19, 1885, which expires on 
November 1, 1984, and which pro- 
vides that upon the expiration of its 
term, applicant, at its option, may 
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purchase the leased property and 
franchises for the sum of $600,000. 

The authorized capital of applicant 
consists of 280,000 shares of common 
stock of the par value of $25 each, of 
which 220,872 shares ($5,521,800 
par value) are issued and outstand- 
ing. Approximately 63 per cent, or 
140,085 shares, are owned by The 
United Gas Improvement Company 
and the balance is held by the general 
public. Applicant has no funded or 
long-term debt. 

Reading has a capitalization con- 
sisting of 12,000 shares of $25 par 
value each, aggregating $300,000, all 
of which is outstanding with the ex- 
ception of one share which has been 
reacquired. Applicant has heretofore 
acquired 1,692 shares and the balance 
is held by the general public. Of the 
shares held by the public a little more 
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than 71.5 per cent are owned by per- 
sons residing in the territory served 
by applicant. 

The board of directors of applicant 
on October 25, 1934, authorized the 
establishment of a special fund to pro- 
vide for the exercise of its option to 
purchase on November 1, 1984, the 
property and franchises of Reading. 
The fund thus established has been 
invested in interest-bearing obliga- 
tions of the commonwealth of Penn- 
sylvania or the United States. From 
time to time some of these obligations 
have been disposed of, and the pro- 
ceeds thereof reinvested in 1,692 
shares of Reading capital stock be- 
tween March 1935 and November 
1941. All income from investments 
held therein is added to, and becomes 
a part of, the special fund. The capi- 
tal stock of Reading carries an annual 
dividend of $3 per share, which is as- 
sured by the rental paid by applicant 
under the provisions of the lease 
agreement hereinabove referred to. 

In addition to the 1,692 shares of 
Reading stock previously acquired, at 
a total cost of $91,009.25 (an average 
of about $53.75 per share), the special 
fund at July 31, 1942, consisted of 
United States Treasury Bonds and 
miscellaneous cash aggregating slight- 
ly more than $50,000. The assets 
comprising such fund are increased by 
the income received on the invest- 
ments held therein. 

Applicant now proposes to pur- 
chase, from nonaffiliated interests at 
private sales, additional shares of 
Reading capital stock, from time to 
time, as the same may become availa- 
ble, using for such purpose the cash 
in the special fund, at prices which 
will yield a favorable return on the 
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funds so invested as compared with 
other available investments. It js 
further contemplated that applicant 
will exercise its option to acquire the 
property and franchises of Reading 
by purchase at the expiration of the 
lease agreement in 1984, or by merg- 
er proceedings in the event all the 
capital stock of Reading is acquired 
prior thereto. When the property and 
franchises of Reading are acquired by 
applicant, either prior to or upon the 
expiration of the above-mentioned 
lease, the cost thereof to be charged 
to utility plant account will be the 
actual purchase cost, or the option 
price of $600,000, whichever amount 
is lower. 

Upon consideration of the informa- 
tion before us we find that: 

1. If all the shares of Reading now 
held by nonaffiliated interests are ac- 
quired by applicant, a merger of the 
two companies could be consummated, 
resulting in the cancellation of the 
lease agreement now in effect, thereby 
relieving applicant of the expenses and 
liabilities now imposed upon it. 

2. If only a part of the shares now 
held by nonaffiliated interests are ac- 
quired by applicant it is assured of a 
return on its investment because funds 
for the payment of dividends thereon 
are being made available by applicant 
itself in the form of rental. 

The matters and things involved in 
the application of Consumers Gas 
Company for approval of the pur- 
chase, from time to time, of shares of 
the capital stock of Reading Gas Com- 
pany from nonaffiliated interests hav- 
ing been duly presented, and full con- 
sideration having been given thereto, 
we find and determine that approval 
of said application is necessary of 
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proper for the service, accommoda- 
tion, convenience, or safety of the 
public, subject to the conditions here- 
inafter set forth; therefore, 

Now, to wit, January 12, 1943, it 
is ordered: That the purchase by Con- 
sumers Gas Company, from time to 
time, of shares of capital stock of 
Reading Gas Company from non- 
affliated interests, be and is hereby 
approved, and that a certificate of pub- 
lic convenience issue in evidence there- 
of, subject to the following condi- 
tions : 

1. That no funds of Consumers 
Gas Company other than those com- 
prising the special fund established by 
the board of directors on October 25, 
1934, be used to purchase shares of 
Reading Gas Company capital stock 
except upon due notice to, and upon 
the approval of, the Corhmission. 


2. That the special fund estab- 
lished on October 25, 1934, which at 
July 31, 1942, aggregated $141,- 
912.54, shall not be added to by the 
appropriation of any other funds of 
Consumers Gas Company, or in- 
creased in any way except through 
accretions thereto by way of interest 
or dividends received on the invest- 
ments therein, except upon due notice 
to, and upon the approval of, the 
Commission. 


3. That the approval hereby grant- 
ed shall not be taken or construed as 
requiring the Commission, in any 
proceeding brought before it for any 
purpose, to fix a valuation on the 
property and franchises of Reading 
Gas Company which shall be equal to 
the aggregate cost of any shares of 
the capital stock of that company 
which heretofore have been, or subse- 
[16] 
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quently may be, acquired by Consum- 
ers Gas Company, or to approve or 
prescribe rates which shall be sufficient 
to yield a return thereon, 


Commissioner Buchanan files a dis- 
senting opinion ; Commissioner Beam- 
ish voted in the negative. 


BUCHANAN, Commissioner, dis- 
senting: This application is for the 
approval of the purchase by Consum- 
ers Gas Company (Consumers), from 
time to time, of shares of capital 
stock of the Reading Gas Company 
(Reading) under § 202(f) of the 
Public Utility Law. 


Consumers presently owns 1,692 
shares of Reading and, therefore, af- 
filiation exists between the two com- 
panies under § 2(1) of the Public 
Utility Law. 

Consumers presently has an invest- 
ment account approximating $140,000 
which includes the 1,692 shares of 
Reading at a cost of $90,000 and 
United States Bonds totaling $50,000, 
the purpose of which is to exercise an 
option to purchase Reading in 1985 
under a 99-year contract executed in 
1885. The source of the investment 
account, whether, from excess earn- 
ings over and above a reasonable re- 
turn; a charge to income as a deduc- 
tion from a reasonable return, or, a 
charge to operating expense, does not 
appear in the record nor does the 
Commission majority appear con- 
cerned about it. 

The record is devoid of any cost 
figures for property, to be acquired 
from Reading upon the exercise of 
the option, either for the present or 
at the time the contract was made. 
There does appear an inventory of the 
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property in existence at the time the 
lease was executed but without any 
pricing. The books, if any, appar- 
ently carry two items, Assets—prop- 
erty $300,000; Liabilities—12,000 
shares common stock—$300,000. 
Under the contract, Consumers is 
required to renew and maintain the 
Reading property at its own expense. 
It is reasonable to presume that a 
great portion, if not all, of the orig- 
inal Reading property has been re- 
newed or replaced by Consumers since 
1885, through charges to operating 
accounts. The contract requires Con- 
sumers to pay all taxes against Read- 
ing and they, likewise, are charged to 
operating expense. Finally, Consum- 
ers pays to Reading, in addition to 
the above two items, $36,000 per an- 
num which in turn is distributed to 
Reading stockholders as dividends at 


$3 per $25 par share, which makes the 
lease contract one of the best invest- 
ments on record, so far as the Read- 
ing stockholders are concerned, and, 
one of the most inequitable burdens 
on record, so far as the ratepayers are 


concerned. From this viewpoint, 
alone, the application should be dis- 
missed as not in the public interest. 
However, another feature is even 
more important from a regulatory 
viewpoint and likewise more objec- 
tionable. The application proposes 
that when the property and franchises 
of Reading are acquired by Consum- 
ers, either prior to or upon the expira- 
tion of the above-mentioned lease, the 
cost to be charged to utility plant ac- 
count will be the actual purchase cost, 


UTILITY COMMISSION 
or the option price of $600,000, 


whichever amount is lower. 

This is absolutely contrary to the 
accounting requirements of the Uni- 
form System of Accounts. The 
amount to be finally charged to util- 
ity plant account is the original cost 
of the property at the time the lease 
was executed. What is most impor- 
tant is the matter of disposing of the 
excess of acquisition cost over orig- 
inal cost and both the application and 
the majority are silent about that. To 
do as the applicant desires, and as the 
Commission majority approves, is to 
capitalize the renewals and _ replace- 
ments, already charged to the rate- 
payers, for the purpose of calculating 
a rate return when the inequitable 
“contract” is concluded. In other 
words, the ratepayers will be required 
to pay dividends to the Consumers 
Gas Company’s stockholders upon 
capital obtained through charges to 
the ratepayers. 

The whole transaction requires 
closer inspection and on its face ap- 
pears unconscionable and against the 
public interest. Consumers Gas Com- 
pany through charges to its ratepay- 
ers is paying a grossly exorbitant an- 
nual tribute to Reading Gas Company 
for the use of its charter rights only. 
The proper approach to a clearing up 
of this corporate fiction is an applica- 
tion by Consumers Gas Company for 
a review under § 920 of the Public 
Utility Law of the 1885 contract with 
Reading Gas Company. 

I, therefore, dissent from the ma- 
jority approval of the application. 
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Re Cresson Electric Light Company 


[E. O. C. No. 9.] 


Accounting, § 56 — Reversal of entries — Appraisal surplus — Depreciation re- 


serve, 


An adjustment to depreciation reserve, in recording an appraised value of 
plant, whereby depreciation reserve was reduced, should be corrected in 
connection with reclassification entries by reversing the adjustment to the 
depreciation reserve, the remaining balance of appraisal surplus being in 
effect applied to writing off the plant adjustment. 


Accounting, § 56 — Revision — Depreciation reserve — Appraisal write-up. 
Discussion, in dissenting opinion, of the question whether annual charges 
for depreciation based upon an appraisal write-up in electric plant and 
credited to reserve for depreciation should be charged out of the reserve 
and credited to earned surplus, p. 245. 


(BucHANAN and BEAmisH, Commissioners, dissent.) 


[February 2, 1943.] 


CCOUNTING proposals by electric company to effect reclassifi- 
A cation of electric plant account; revision of accounting en- 
tries ordered. 


By the Commission : Before us for 
consideration is a report filed by Cres- 
son Electric Company on December 
31, 1940, with amendments thereto 
dated January 8, 1943, setting forth 
the results of its original cost studies 
and proposed accounting entries to 
effect the reclassification of its plant 
account in compliance with the Uni- 
form System of Accounts and Gen- 
eral Orders of the Commission. Re- 
visions to the original report embody 


Account No. and Title 
2100.1 Utility Plant in Service 
2107 —- Utility Plant Adjustments 
2242 Other Deferred Credits 


2100.6 Utility Plant in Process of Reclassification 
243 


adjustments suggested by the Com- 
mission’s accounting staff, after its re- 
view of said report, together with 
other data in the files of the Commis- 
sion, indicated that the original stud- 
ies did not fully conform to require- 
ments. 

The revised entries proposed to be 
recorded by the company to effect the 
reclassification of its electric plant ac- 
count at January 1, 1938, are as fol- 


Debit 


$77,501.59 
50,481.06 


Credit 


$133,418.20 
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Our study of the revised report and 
other data available to us, indicates 
that the reclassification studies were 
made in conformity with our require- 
ments. Accordingly, we accept the 
amount of $77,501.59 as representing 
the original cost of plant properly in- 


Account No. and Title 


2250 Reserve for Depreciation 
2271 Earned Surplus 
2107 Utility Plant Adjustments 


In consideration of the character of 
the amount included in Account 2107, 
we are of the opinion that the dis- 
position thereof proposed by the com- 
pany is proper and equitable. 

In 1931, the company recorded an 
appraised value of plant on its books, 
increasing the book value of plant 
$48,860.71 and reducing its deprecia- 
tion reserve by $13,255.84, thus creat- 
ing an appraisal surplus of $62,- 
116.55. In connection with the re- 
classification entries under review, we 


Account No. and Title 
2100.1 Utility Plant in Service 
2352 
2354 
2358 
2359 
2360 
2362 
2363 
2107 
2242 


Overhead Lines 


Utility Plant Adjustments 
Other Deferred Credits 


It is further ordered: That the 
amount included in Account 2107, as 
a result of the company’s reclassifica- 


2250 Reserve for Depreciation 
2271 Earned Surplus 
2107 Utility Plant Adjustments 
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cludible in Account 2100.1 Utility 
Plant in Service. 


The proposed entries to dispose of 
the amount of $50,481.06 residing in 
Account 2107, Utility Plant Adjust- 
ments are as follows: 


Debit Credit 


$50,481.06 


will direct the company to reverse the 
1931 adjustment to the depreciation 
reserve. The remaining balance of 
appraisal surplus will, in effect, be ap- 
plied to writing off the plant adjust- 
ment; therefore, 

Now, to wit, February 2, 1943, it 
is ordered: That Cresson Electric 
Light Company record the following 
entries on its books of account to ef- 
fect the reclassification of its electric 
plant accounts at January 1, 1938: 


Debit 
$77,501.59 


Credit 


Station and Storage Battery Equipment 


Leased property on Customers Premises 
Street Lighting and Signal Systems 


$133,418.20 


tion, be disposed of forthwith by 
Cresson Electric Light Company by 
recording the following entries on its 


Credit 


$5,863.28 
44,617.78 


$50,481.06 


$50,481.06 $50,481.06 
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It is further ordered: That Cres- 
son Electric Light Company adjust 
its reserve for depreciation by restor- 
ing the amount of $13,255.84 charged 
thereto in 1931 as the result of re- 
cording appraised value. This adjust- 
ment shall be made by debiting Ac- 
count 2271, Earned Surplus with 
$13,255.84 and crediting Account 
2250, Reserve for Depreciation with 
alike sum. 

It is further ordered: That the ac- 
counting entries herein directed to be 
recorded shall not preclude the Com- 
mission from ordering further ad- 
justments in the company’s utility 
plant accounts which the Commission 
may deem warranted upon any future 
consideration of the amounts remain- 
ing therein as the result of the re- 
classification studies. 


Commissioner Buchanan files a dis- 


senting opinion ; Commissioner Beam- 
ish voted in the negative. 

BuCHANAN, Commissioner, dis- 
senting: This matter is before us on 
a report of Cresson Electric Light 
Company filed with us in compliance 
with our General Order No. 49 and 
Electric Plant Instructions 2—D of the 
Uniform System of Accounts. 

Cresson Electric Light Company 
together with Gallitzin Electric Com- 
pany and Hastings Electric Company 
are three small affiliated utilities owned 
by Pennsylvania Coal and Coke Com- 
pany and serve domestic and commer- 
cial customers in three mining com- 
munities in the soft-coal regions of 
Pennsylvania, 


2250 Reserve for Depreciation 
2271 Earned Surplus 
2107 ~—s«;Utility Plant Adjustments 


Like the Bradford Case, E.O.C. 
No. 2, of this date, 47 PUR(NS) 167, 
this decision, while only involving fixed ° 
capital totaling $77,500, as a precedent 
to accounting procedure of this Com- 
mission, will be the controlling deci- 
sion for similar accounting problems 
to be experienced not only in the two 
small affiliates of Cresson, but also 
in other much larger utilities belong- 
ing to the great holding company sys- 
tems operating in Pennsylvania and 
which own a greater portion of the 
billion and a quarter dollars invested 
in electric plant in this state. 


Briefly the question is, shall annual 
charges for depreciation based upon an 
appraisal write-up in electric plant of 
a public utility and credited to the re- 
serve for depreciation be now charged 
out of the reserve for depreciation and 
credited to earned surplus? The ques- 
tion involved is not controlled by any 
provision of the Uniform System of 
Accounts. I am advised that there are 
accounting rules which apply under 
general conditions, but here we are 
dealing with public utilities which are 
subject to the pragmatic adjustments 
made necessary by the presence of pub- 
lic interest. The elements required for 
a decision are common sense and an 
ordinary appreciation of equity and 
justice. 

The majority order requires that an 
appraisal write-up included in Account 
2107 as a result of the reclassification 
of the company’s books of accounts be 
disposed of forthwith by recording 
the following entries on its books: 





$50,481.06 $50,481.06 
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In 1931, the company recorded ap- 
praised values of plant on its books and 
as a result the book value of plant was 
increased $48,860.71 and the reserve 
for depreciation reduced $13,255.84 
thus creating additional surplus of 
$62,116.55. The majority order has 
restored the $13,255.84 to the reserve 
for depreciation by reversing the 1931 
entries relating to this matter. How- 
ever, the treatment of the appraisal 
write-up in the amount of $48,860.71 
has not received the same equitable 
treatment. Based on the amount of 
the appraisal write-up, the majority 
has computed the dollars of annual 
depreciation charged to operating ex- 
pense and credited to reserve for de- 
preciation, at the straight-line rate of 2 
per cent for the six years between 
1931, the date of the write-up, and 
January 1, 1937, the date of the re- 
classification, which computation has 
resulted in the figure of $5,863.28. It 
is this amount which the majority has 
charged out of the reserve for depre- 
ciation and into earned surplus and it 
is to this accounting procedure that 
I have violent objection. 

The write-up in electric plant was 
caused by arbitrary action of manage- 
ment which was the agent of the stock- 
holders in so doing. The write-up of 
electric plant was contrary to the public 
interest, and the effect of it was to in- 
crease the amount of exactions re- 
quired from consumers or patrons of 
the utility, to meet the added annual 
depreciation charged, and the increased 
allowable return-to-stockholders, with- 
out giving any additional service or 
value. To the extent of such increase, 
the rates to such patrons were exces- 
sive over the period from 1931-1937 
and even up to date. Having collected 
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such excess and deposited part in a re. 
serve account for the specific Purpose 
of retiring plant, which did not exist, 
it must in justice to the consumer re- 
main there even though the result is to 
overstate the reserve requirement be- 
cause that is the only way the con. 
sumer can hope to recoup his excessive 
payments into that reserve. Such 
overstatement, if a fact, is immaterial 
for three reasons: first, in the re- 
classification of accounts, neither un- 
der Electric Plant Instruction 2-D 
nor under General Order No. 49 is it 
required to adjust up or down the re- 
serve for depreciation to the actual re- 
serve requirement ; second, any reserve 
for depreciation if excessive is to be 
preferred to one that is deficient ; third, 
by leaving the reserve undisturbed 
would benefit the consumer more than 
if the deduction was made as prescribed 
by the majority and at the same time 
the stockholders would receive the ad- 
ditional protection of added reserve 
against loss of service life. Above all 
it must not be forgotten that the write- 
up dollars were fictitious, but the dol- 
lars involved here are actual. 

The respondent is a public utility. 
The public interest involved in such 
cases is the effect of any action by 
management upon the consumer. This 
is not true of competitive private busi- 
ness where bargain and sale is the 
rule and the law of caveat emptor ap- 
plies. In private business a write-up 
such as took place in this case affects 
none but the parties who made it, the 
stockholders. Therefore, to follow the 
accounting principle advocated by the 
majority may be the rule in general 
accounting but in public utility ac- 
counting, an innocent third party, the 
consumer, enters the picture which re- 
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quires a practical adjustment of ac- 
counting procedure to meet the 
changed condition. The law is well 
settled, ““Where one of two innocent 
parties must suffer, he through whose 
agency the loss occurred must bear 
it.’ Re Ridway, Budd & Co. (1850) 
15 Pa 177; Shattuck v. American 
Cement Co. (1903) 205 Pa 197, 54 
Atl 785; 19 Amer. Jurisprudence 335, 
etc. 

Here the amount to be deducted 
from the reserve for depreciation were 
dollars collected from the consumers. 
Those dollars were collected because 
of an unethical accounting act of the 
management, the agent of the stock- 
holders which was beneficial to them. 
Now that the unethical act is to be 
corrected, it is highly inequitable to 
further benefit the stockholders by 
transferring a portion of the dollars 
from the depreciation reserve, where 


the innocent consumer would receive 
some benefit in rate making, to earned 
surplus for the sole aggrandizement 
of the malefactor, the stockholder. 

The matter of any lag in earnings 
over this period does not alter the ap- 
proach to the problem. As a matter 
of fact in this instance, the earned 
surplus account before reclassification 
totaled $97,008.37 and after reclassifi- 
cation totaled (including the $5,863.- 
28) $39,134.75, tidy sums for an 
$80,000 corporation. 

For the reasons herein expressed 
and for those stated in the Bradford 
Electric Company Order, E.O.C. No. 
2 of this Commission, supra, of even 
date, herewith I must dissent, with 
the warning to the public that the prin- 
ciples advocated in the majority order 
will result in a tremendous unjust en- 
richment of the Pennsylvania public 
utility treasuries at consumer expense. 
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William R. McFeeters et al. 


|. A. Parker 


[No. 1718.] 
(— Vt —, 30 A(2d) 300.) 


Commissions, § 53 — Members — Appointment and removal. 


1. Members of the Commission, under P. L. 448 and P. L. 6054, hold 
office by appointment of the governor with the advice and consent of the 
the senate for a term of six years but subject to removal by the governor 
solely in his discretion without hearing prior to the expiration of such 


term, p. 250. 


Constitutional law, § 8.1 — Legislative powers. 
2. The legislature has the same unlimited power in regard to legislation 
which resides in the British Parliament, except as it is restrained by the 
state and Federal Constitutions, p. 251. 


247 


47 PUR(NS) 





VERMONT SUPREME COURT 


Commissions, § 55 — Members — Removal — Powers of legislature, 


3. The legislature, in creating the office of Public Service Commissioner, 
is not required by the state Constitution to affix a term of definite duration, 
and the legislature may provide that members of the Commission may be 
removed by the governor at pleasure at any time without notice or hearing, 
p. 251. 


Evidence, § 13 — Presumptions — Exercise of official power. 
4. The court, in determining the validity of a statute authorizing the goy- 
ernor to remove members of the Commission at his pleasure, will not as- 
sume that he will abuse the power of removal, p. 251. 


Commissions, § 10 — Nature and function. 
5. The Public Service Commission is to be classed as an agency of the leg- 
islature and isnot a court in the strict sense; it is an administrative body, 
clothed in some respects with quasi judicial functions, authorized in the ex- 
ercise of the police power to make rules and regulations and to determine 
facts upon which existing laws shall operate, ‘p, 251. 


Commissions, § 55 — Members — Removal — Constitutional requirements. 
6. Authority granted to the governor to remove members of the Public 
Service Commission does not conflict with constitutional requirements that 
every person obtain justice freely, completely, and without denial ; that the 
executive and judiciary departments be kept separate and distinct; and that 
due process of law be not denied, p. 252. 


Constitutional law, § 7 — Presumption as to constitutionality. 
7. Every presumption is to be made in favor of the constitutionality of 
a statute, and it is not to be adjudged unconstitutional without clear and 
irrefragible evidence that it infringes the paramount law, p. 252. 
Courts, § 4 — Jurisdiction — Expediency of legislation — Removal of Commis- 
sioners. 
8. A court is not concerned with the expediency of a law authorizing the 


governor to remove members of the Public Service Commission, since that 
is a matter for the legislature to decide, p. 252. 


Appeal and review, § 32 — Conclusiveness of decision — Commission ruling. 
9. The jurisdiction of the Commission is, within the proper limits of au- 
' thority conferred upon it by the legislature, exclusive and can be reviewed 
only in the manner provided by the statute, p. 252. 


Service, § 62 — Powers of Commission — Restoration of service. 
10. The Commission has power to order an individual owner of a water 
utility to repair, replace, and maintain pipe lines and other appliances nec- 
essary to bring a supply of water to buildings which were supplied with 
water up to a time when service stopped without authorization by the Com- 
mission, p. 253. 


Mandamus, § 14 — Defenses — Enforcement of Commission order — Failure to 
seek review. 
11. One who has been ordered by the Commission to restore public utility 
service, but who has not availed himself of his statutory right to seek a 
review of the order, cannot contest the sufficiency of the evidence to sup- 
port the Commission’s findings in a mandamus proceeding to enforce the 
order, p. 253. 
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Service, § 125 — Duty to serve — Utility operation by individual. 
12. The owner of a water system, although an individual, may be com- 
pelled by Commission order to continue service, p. 253. 


Mandamus, § 12 — Enforcement of Commission order — Questions considered, 
13. Matters within the jurisdiction of the Commission, such as the ability 
of an individual owner of a water system (lacking the power of eminent 
domain) to renew a pipe, inability to restore a pipe line, and the difficulty 
of doing the work in the winter, cannot be reviewed in a mandamus pro- 
ceeding to enforce a Commission order requiring restoration of water 


service, p. 254. 


[February 2, 1943.] 


| geen proceeding to enforce Commission order requir- 
ing restoration of water service; writ issued, 


APPEARANCES: Clifton G. Parker, 
Deputy Attorney General, for plain- 
tiffs; H. C. Shurtleff, of Montpelier, 
for defendant. 

Before Moulton, C.J., and Sher- 
burne, Buttles, Sturtevant, and Jef- 
fords, JJ. 


SHERBURNE, J.: This is a petition 
for a writ of mandamus to enforce an 
order of the Public Service Commis- 
sion. Upon March 24, 1942, after 
due hearing upon a petition of the at- 
torney general, the Commission found 
the following facts: J. A. Parker, the 
respondent, operates a water system 
serving territory around Waterbury 
Center and this system is a public util- 
ity. He obtained permission of the 
Commission to acquire the property 
and has since filed annual reports with 
the Commission as required under the 
laws governing public utilities. The 
system extends to the premises of Mr. 
and Mrs. Roland McNeil and Mr. and 
Mrs. Ralph Post, which are on an ex- 
tension from the main line of the sys- 
tem. Before November 1, 1941, the 
respondent delivered to each of the 
above-named families notice that he 
would not furnish them water after 
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that date. However, he did continue 
to furnish them water after that date 
and to collect rent as usual. These 
parties were paid up and in good 
standing. In February, 1942, after 
some minor interruptions which were 
not of long duration and which were 
repaired by the respondent, the service 
stopped. Notice was given to the re- 
spondent, but he refused to take any 
steps to find out what the cause was 
or to remedy it. He never applied to 
the Commission for permission to dis- 
continue this service. The system has 
an adequate supply of water even dur- 
ing dry years for all its customers. 
The respondent will have no financial 
difficulty in doing whatever is neces- 
sary to restore the service. If the 
water pipe for this service has to be 
entirely replaced the expense will not 
be over $200. The Post premises are 
used as an advertised tourist stop and 
this water supply was necessary in 
order to obtain approval and license 
from the state board of health. The 
owners were obliged to turn away 
regular guests during February, 1942. 
The McNeil farm has been forced to 
draw water for stock and for family 
use. The Commission finds that con- 
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tinuance of the service to these two 
families is necessary for the safety, 
convenience, and accommodation of 
the public. Thereupon the Commis- 
sion ordered the respondent to forth- 
with furnish to such families such 
supply of water as had been furnished 
to them prior to September 23, 1941, 
under the terms and conditions set 
forth in his tariff on file with the Com- 
mission, and that he should forthwith 
cause the pipe lines and other appli- 
ances necessary to bring such supply 
of water to the buildings of these fam- 
ilies to be repaired, replaced, and main- 
tained in such a manner that the sup- 
ply will be available at all times. 

The respondent has filed a motion to 
dismiss, a demurrer and an answer, 
and the relators have filed a replica- 
tion. The case was heard upon the 
motion to dismiss, the demurrer, and 
upon the facts as found by a Commis- 
sioner appointed to hear the testimony. 

The motion to dismiss and the de- 
murrer, so far as briefed, raise the 
question that the members of the Pub- 
lic Service Commission are disquali- 
fied, and the Commission is constitut- 
ed in violation of the Constitutions of 
Vermont and the United States, by 
reason of certain statutes, which taken 
together are contrary to Art. 4 of 
Chap. I of our Constitution, provid- 
ing that every person ought to obtain 
justice freely, completely and without 
denial; and § 5 of Chap. II thereof, 
providing that the executive and ju- 
diciary departments shall be kept sep- 
arate and distinct so that neither shall 
exercise the powers belonging to the 
other ; and are a denial of the right of 
due process of law in violation of the 
Fourteenth Amendment of the Fed- 
eral Constitution. 
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[1] P.L. 6054 provides that the 
three members of the Public Service 
Commission shall be appointed by the 
governor with the advice and consent 
of the senate, and that one member 
shall be appointed biennially for the 
term of six years. P.L. 448 provides: 
“The governor may remove any civil 
officer whose appointment devolves 
upon the governor in the first instance, 
whether appointed by him or any of 
his predecessors, with or without the 
advice and consent of the senate, and 
appoint a suitable person to succeed 
such official, subject to removal in his 
discretion.” We agree with the re- 
spondent that the latter section em- 
powers the governor solely in his dis- 
cretion to remove all or any of the 
members of the Public Service Com- 
mission without hearing. This con- 
clusion is in accord with Eckloff vy. 
District of Columbia (1890) 135 US 
240, 241, 34 L ed 120, 10 S Ct 752. 
There a lieutenant of police was re- 
moved from office by the Commission- 
ers of the District of Columbia with- 
out written charges, notice or hearing. 
The statute empowered the Commis- 
sioners “to abolish any office, to con- 
solidate two or more offices, reduce the 
number of employees, remove from 
office, and make appointments to any 
office under them authorized by law.” 
Act June 11, 1878, § 3, 20 Stat. 102. 
The court said: “If this were all the 
legislation, there would be no ques- 
tion, for the grant of a general power 
to remove carries with it the right to 
remove at any time or in any manner 
deemed best, with or without notice.” 
See, also, Bailen v. Assessors of Chel- 
sea (1922) 241 Mass 411, 135 NE 
877; Attorney General v. Donahue 
(1897) 169 Mass 18, 47 NE 433; 
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Commonwealth v. Harriman (1883) 
134 Mass 314. 

Taking the two sections of the Pub- 
lic Laws together, it may reasonably 
be said that notwithstanding the literal 
language and the form in which the 
6-year clause is expressed, the in- 
tention of the legislature as shown by 
the removal section was that members 
of the Public Service Commission 
should hold office for six years unless 
sooner removed by the governor, or 
putting the thought in another and 
clearer way, that they should hold their 
offices during the pleasure of the gov- 
ernor, but in no event longer than six 
years, The difference between saying 
“for six years, but the governor may 
remove” and “during the pleasure of 
the governor but not longer than six 
years,” is a difference only in manner 
of expressing the same fundamental 
thought, which is that the term shall 
be an indeterminate and indefinite one 
not exceeding in any event the peri- 
od of six years. Collison v. State 
(1938) 39 Del (9 W. W. Harr.) 460, 
2 A(2d) 97, 119 ALR 1422; State ex 
rel, Little v. Mitchell (1893) 50 Kan 
289, 33 Pac 104, 20 LRA 306; 43 
Am Jur, Public Officers, § 184, p. 32. 

[2,3] The legislature has the same 
unlimited power in regard to legisla- 
tion which resides in the British Par- 
liament, except as it is restrained by 
the state and Federal Constitutions. 
The people must, of course, possess all 
legislative power originally. They 
have committed this in the most gen- 
eral and unlimited manner to the sev- 
eral state legislatures, saving only such 
restrictions as are imposed by the Con- 
stitution of the United States or of the 
particular state in question. Thorpe 
v. Rutland & B. R. Co. (1854) 27 Vt 
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140, 142, 143, 62 Am Dec 625. As 
there is nothing in our Constitution 
which requires the legislature in creat- 
ing offices to affix to them terms of 
definite duration, it follows that it may 
provide that such offices shall be held 
during the pleasure of the governor, 
and that the incumbents thereof may 
be removed at pleasure at any time, 
without notice or hearing. This hold- 
ing is supported by the overwhelm- 
ing weight of authority. See annota- 
tion, 99 ALR 336. 

[4] Although, as said in Humphrey 
v. United States (1935) 295 US 602, 
629, 79 Led 1611, 55 S Ct 869, 874, 
“it is quite evident that one who holds 
his office only during the pleasure of 
another cannot be depended upon to 
maintain an attitude of independence 
against the latter’s will,” we will not 
assume that the power of removal will 
be abused by the governor. As said 
in Commonwealth v. Harriman, su- 
pra, at p. 329 of 134 Mass: “Any 
power may be abused. The judiciary 
might corruptly declare any law or 
body of laws to be unconstitutional 
and invalid, and thus encroach upon 
the powers of the legislature; yet no 
one doubts the right and duty of the 
judiciary to declare invalid any law 
which in its judgment violates the 
Constitution.” In confiding to the 
governor this power of removal the 
legislature may rightfully impose in 
him the trust and confidence that he 
will act in obedience to his oaths of 
allegiance and of office, and in the 
spirit of the fundamental principles of 
the Constitution. 

[5] The Public Service Commis- 
sion is to be classed as an agency of 
the legislature, and is not a court in 
the strict sense. Trybulski v. Bellows 
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Falls Hydro-Electric Corp. (1941) 
112 Vt 1, 7, 8, 39 PUR(NS) 522, 
526, 20 A(2d) 117, 120. As there 
said, omitting citations, “The Public 
Service Commission is an administra- 
tive body, clothed in some respects 
with quasi judicial functions, author- 
ized in the exercise of the police power 
to make rules and regulations required 
by the public safety and convenience 
and to determine facts upon which ex- 
isting laws shall operate, and having, 
in a sense, auxiliary or subordinate 
legislative powers which have been 
delegated to it by the general assem- 
bly.” 

[6, 7] The respondent has appar- 
ently been unable to refer us to any 
authority that questions the authority 
of the legislature to give the governor 
this power of removal. We conclude 
that this power does not conflict with 


the provisions referred to in the re- 


spective Constitutions, for even 
though by its abuse the governor 
might influence the Commission in the 
exercise of its quasi judicial functions, 
he could not rightfully do so. If we 
had any doubt upon this it would be 
resolved by the rule, that every pre- 
sumption is to be made in favor of 
the constitutionality of a statute, and 
it is not to be adjudged unconstitu- 
tional without clear and irrefragible 
evidence that it infringes the para- 
mount law. State v. Clement National 
Bank, 84 Vt 167, 200, 78 Atl 944, 
Ann Cas 1912D 22; Hardwick v. 
Wolcott (1925) 98 Vt 343, 348, 129 
Atl 159, 39 ALR 1222; Clark v. Burl- 
ington (1928) 101 Vt 391, 397, 143 
Atl 677; St. Johnsbury v. Aron 
(1930) 103 Vt 22, 27, 151 Atl 650; 
Central Vermont R. Co. v. Campbell 
(1937) 108 Vt 510, 523, 192 Atl 197, 
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111 ALR 175; Gross v. Gates (1937) 
109 Vt 156, 164, 194 Atl 465. 

[8] There is no claim or even hint 
that the governor has in any way in. 
fluenced the Commission in the dis. 
position of this case. As to whether 
the governor should have this power 
of removal of the members of the 
Public Service Commission is for the 
legislature to decide. We are not con- 
cerned with the expediency of the law. 
The motion to dismiss and the demur- 
rer are overruled. 

The enforcement of such orders of 
the Public Service Commission is left 
to this court by P.L. 6065. As said in 
West Rutland v. Rutland R. Light & 
P. Co. 98 Vt 508, 511, PUR1926A 
243, 244, 129 Atl 303, 304, “Ordi- 
narily, when properly applied for, a 
mandate to enforce such an order 
would issue almost as a matter of 
course; but the statute under which 
we are called upon to act expressly de- 
clares that we shall ‘make such orders 
and decrees by way of writ 
of mandamus, writ of prohibition, in- 
junction, or otherwise, . . (as 
to law and equity shall appertain,’’ 

[9] Although the Public Service 
Commission is a body exercising spe- 
cial and statutory powers not accord- 
ing to the course of the common law, 
as to which nothing will be presumed 
in favor of its jurisdiction, Bessette 
v. Goddard (1913) 87 Vt 77, 82, 88 
Atl 1; Sayers v. Montpelier & W. 
River R. Co. 90 Vt 201, 209, PUR 
1916E 508, 97 Atl 660, Ann Cas 
1918B, 1050; Trybulski v. Bellows 
Falls Hydro-Electric Corp. supra; 
still, within the proper limits of the 
authority conferred upon it by the 
legislature, its jurisdiction is exclu- 
sive and can be reviewed only in the 
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manner provided by the statute. The 
courts have power to prevent an abuse 
of discretion by the Commission and 
to require that its powers be exercised 
according to law and in a manner not 
to injure property rights unjustly. 
Whether its orders deprive a party of 
a constitutional or statutory right, 
whether he has been accorded a fair 
and adequate hearing, or whether for 
any reason its orders are contrary to 
law, are all justiciable questions; and, 
if they arise in circumstances calling 
for equitable relief, the court of chan- 
cery will afford a remedy. Sayers v. 
Montpelier & W. River R. Co. supra; 
West Rutland v. Rutland R. Light & 
P. Co. (1923) 96 Vt 413, 422, 121 
Atl 755. 

[10, 11] In Chap. 250 of the Pub- 
lic Laws the Public Service Commis- 
sion, among other things, is given gen- 
eral supervision of companies engaged 
in the sale and distribution of water 
for domestic purposes, P.L. 6085, and 
jurisdiction to hear and determine 
matters concerning the manner of 
operating and conducting any business 
subject to its supervision, so as to be 
reasonable and expedient, and to pro- 
mote the safety, convenience, and ac- 
commodation of the public, P.L. 
6091 ; and it is provided that each com- 
pany subject to supervision shall be re- 
quired to furnish reasonably adequate 
service, accommodation, and facilities 
to the public, P.L. 6094, and that the 
word “company” or “companies” as 
used therein shall mean and include in- 
dividuals, owning or conducting any 
public service business, P.L. 6084. 

It is apparent from the foregoing 
that the Commission had power to 
make the order in question if all the 
jurisdictional facts appear by the rec- 
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ord, either expressly or by necessary 
implication, or, in this case, if the 
Commission’s findings expressly or by 
necessary implication show that it had 
jurisdiction. Waterbury v. Central 
Vermont R. Co. 93 Vt 461, 464, PUR 
1920B 972, 108 Atl 423; Trustees of 
Newport Center v. Niles, 102 Vt 121, 
PURI1929E 216, 146 Atl 71. 

By P.L. 6063, as amended by No. 
177 of the Acts of 1939, and P.L. 
6108, as affected by No. 34 of the Acts 
of 1941, a person aggrieved by any 
act or order of the Public Service 
Commission may take the cause to this 
court upon exceptions, and in such 
case, by P.L. 6062, the findings of fact 
by the Commission have the force and 
effect of reports of special masters in 
courts of equity. Not having availed 
himself of this method of review the 
respondent cannot contest the suf- 
ficiency of the evidence to support the 
Commission’s findings. State ex rel. 
Nebraska State R. Commission v. 
Missouri P. R. Co. 100 Neb 700, 
PUR1917C, 597, 161 NW 270, LRA 
1918E 346. In these circumstances 
we think that the findings referred to 
in our introductory statement are the 
determinations of mixed questions of 
law and fact, and are conclusive as 
showing that the respondent falls 
within the provisions of the statutes 
as the owner and operator of a public 
service business. See Western U. 
Teleg. Co. v. Burlington Traction Co. 
(1916) 90 Vt 506, 514, PUR1917C 
320, 99 Atl 4, Ann Cas 1918B 841. 

[12] We are, moreover, satisfied 
that the findings of the Commission 
show sufficient facts to justify its or- 
der as made. The respondent’s brief 
does not seriously question this, fur- 
ther than to insist that because he is 
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an individual he cannot be compelled 
to continue his water system service. 
As to this claim Chap. 250 of the 
Public Laws is a sufficient answer. 
[13] The gist of respondent’s com- 
plaint is that the order is unreasona- 
ble. In support of this he argues that 
being an individual he has not the 
power of eminent domain, and that 
only having a license during the life 
of the pipe he can neither renew the 
pipe in its present location or lay it 
in a new location without permission. 
These are questions that, if he did not 
do so, he could have raised before the 
Commission. See Western U. Teleg. 
Co. v. Burlington Traction Co. supra, 
at p. 519 of 90 Vt. For aught that 
we know his rights may not be limited 
to a mere license and he may not have 
any difficulty in procuring permission 
to lay his pipe where he desires by 
agreement with the owners of the land 
through which it will pass. If these 
conditions are beyond his control the 
Commission could have afforded him 
relief, and if it had refused he could 
have availed himself of the method of 
review heretofore referred to. The 
same reasoning applies to the possi- 
bility that some new pipe may need to 
be supplied, and to respondent’s sug- 


gestion that water will not run up hill, 

As we have seen, within the proper 
limits of the authority conferred upon 
it by the legislature, the jurisdiction 
of the Commission is exclusive and 
can be reviewed only in the manner 
provided by the statute. Matters so 
within its jurisdiction cannot be re- 
viewed in this proceeding. If we had 
authority to here review the foregoing 
matters, the report of the facts made 
by the Commissioner would lead us to 
the same conclusion as the Public 
Service Commission has arrived at. 

The respondent objects to being or- 
dered to forthwith comply with the 
order of the Commission because of 
the difficulty of doing the work at this 
season of the year. He should have 
thought of this sooner. He has had 
plenty of warm weather since the or- 
der was made. 

Let a writ of mandamus issue com- 
manding this respondent, J. A. Park- 
er, to forthwith fully comply with the 
terms of the order of the Public Serv- 
ice Commission, dated March 24, 
1942, relative to furnishing water to 
the properties of Roland McNeil and 
Ralph Post. Let the relators recover 
their costs. 
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Re War Emergency Order No. 10 


Service, § 284 — Meters — Accuracy — War standards — Periodic tests. 
A rule providing that no gas meter showing an error greater than 2 per 
cent shall be used should be modified to allow for an error not greater than 
4 per cent, and a requirement that meters shall not remain in service for 
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a period of more than five years without checking for accuracy or readjust- 
ing to come within the limits of such rule, should be waived during a war 
period when, by order of the War Production Board, the use of tin-bear- 
ing solder or other tin-bearing material in the adjustment, internal re- 
pair or resealing of tin-cased gas meters is prohibited unless the meter test 
ranges in excess of 4 per cent plus or minus of accuracy. 


(BucHANAN, Commissioner, dissents.) 


[February 15, 1943.] 


| Symone as to allowable range in meter accuracy and pe- 
riodic meter tests; rules revised. 


By the Commission: The demand 
for and scarcity of certain materials 
brought about by the war program 
has brought about the issuance of gov- 
ernmental restrictions that affect the 
normal operation of gas utilities as 
related to this Commission’s regula- 
tions. 

On January 26, 1943, the Director 
General for Operations of the War 
Production Board issued Supplemen- 
tary Order M-—43-b limiting the use 
of tin in gas meters. The order pro- 
vides that: 

“(b) Restriction on the use of tin 
in certain gas meters. After Febru- 
ary 15, 1943, notwithstanding the 
provisions of any state statute or gov- 
ernmental regulation, no person shall 
use tin-bearing solder or other tin- 
bearing material in the adjustment, 
internal repair, or resealing of any tin- 
cased gas meter having a rated capac- 
ity of less than 300 cubic feet per 
hour except : 

“(1) A meter which is found not 
to be accurate within an accuracy 
range of plus or minus 4 per cent 
when tested by standard meter prover 
tests; or 

“(2) A meter which has not been 
previously repaired internally for 
twelve years or more.” 
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The order nullifies Commission Cir- 
cular No. 9-A, adopted April 9, 1914, 
amended December 13, 1920, in so 
far as it relates to Part II, Meters, 
Rule X, Allowable Error, which pro- 
vides that: 

“No gas meter shall be placed in 
service nor allowed to remain in serv- 
ice, which shows in comparison with 
a standard gas prover, an error great- 
er than 2 per cent, when gas at the 
standard test rate of flow is passing 
through it.” 

The War Production Board order 
prohibiting the use of tin-bearing sold- 
er or other tin-bearing material in the 
adjustment, internal repair, or reseal- 
ing of tin-cased gas meters, unless the 
meter test ranges in excess of 4 per 
cent plus or minus of accuracy when 
tested by a standard meter prover, also 
affects the requirement for periodic 
tests of meter. Commission Circular 
No. 9-A provides that meters shall 
not remain in service for a period of 
more than five years without check- 
ing for accuracy or readjusting to 
come within the limits established by 
Rule X. Based upon the Commis- 
sion’s experience in the testing of gas 
meters, we believe that few meters 
will be found to register inaccurate 
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beyond the permissible error of 4 per 
cent and that the present testing peri- 
od of five years if continued will re- 
quire the unnecessary use of labor and 
material for removing, resetting, and 
testing meters. Since the provisions 
of the War Production Board’s Sup- 
plementary Order M-43-b fix condi- 
tions for testing, we will change the 
requirements of Part II, Meters, Rule 
X, Allowable Error, and, likewise, 
waive Part II, Rule XI, Peroidic 
Tests, for the period from the date of 
this order to December 31, 1944, un- 
less modified by further order of the 
Commission ; therefore, 

Now, to wit, February 15, 1943, it 
is ordered: 

1. That Rule X, Allowable Error, 
of Part II of Circular No. 9-A, 
adopted April 9, 1914, amended De- 
cember 13, 1920, be and is hereby 
modified to read as follows: 

No gas meter shall be placed in 
service nor allowed to remain in serv- 
ice which shows in comparison with a 
standard gas prover, an error greater 
than 4 per cent, when gas at the stand- 
ard test rate of flow is passing through 
it. 

2. That said modified rule remain 
in full force and effect from the date 
of this order to and including Decem- 
ber 31, 1944, unless modified by fur- 
ther order of this Commission. 

3. That on and after January 1, 
1945, Rule X read as follows: 


No gas meter shall be placed in 
service nor allowed to remain in sery- 
ice which shows in comparison with 
a standard gas prover, an error great- 
er than 2 per cent, when gas at the 
standard test rate of flow is passing 
through it. 


4. That the provisions of Rule XI, 
Part II of said Circular No. 9-A with 
respect to periodic tests of gas meters 
be and are hereby waived from the 
date of this order to and including 
December 31, 1944, unless modified 
by further order of this Commission. 

5. That on January 1, 1945, the 
provisions of said Rule XI herein 
waived shall again become effective 
giving consideration to the period dur- 
ing which they were waived. 


Commissioner Buchanan files a dis- 
senting opinion. 


BuCHANAN, Commissioner, dis- 
senting: Order No. 10 is based upon 
Supplementary Order M-43-b of the 
War Production Board which limited 
the use of tin in “tin-cased gas meter 
having a rated capacity of less than 
300 cubic feet per hour.” The pres- 
ent order covers all gas meters regard- 
less of whether they are tin-cased or 
are otherwise constructed and because 
I think our War Emergency Order 
should be no greater in its scope than 
the Federal War Emergency Order 
under such circumstances, I must re- 
cord my dissent. 





47 PUR(NS) 





THEY OARE NOT FAIL°?1V WAR 


THEY WILL NOT FAIL IN PEACE! 


It is no military secret . . . the job Autocar is 
doing for the Army, the Navy, the Marine 
Corps, and the Air Forces. Long before bombs 
rained from the blue over Oahu, Autocar had 
the agility and the ability and the brute- 
strength to be effective in battle. It had the 
tough chassis ... needed merely a different 
pack on its back. 

e Autocar’s military experience augurs well 
for that day the whistles blow again for peace 
in our time. You will then be able to buy a 
finer, fitter Autocar for your own use in the 
workaday routine of heavy hauling. In the 
meantime, let factory-equipped Autocar 
Branches help you keep your pledge to the 
U. S. Truck Conservation Corps. 


»* + AUTOCAR« ++ 


MANUFACTURED IN ARDMORE, PA. 
SERVICED BY FACTORY BRANCHES FROM COAST TO COAST 


e 


AWARDED AUGUST 1, 1942 
“FOR EXCELLENCE OF 
PRODUCTION” 
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Equipment Notes 


Speeds Action of Large 
Diaphragm Valves 
For better process control through faster op- 
eration of large diaphragm valve motors or of 
valves located at unusually long distances from 
controlling instruments, Taylor Instrument 
Companies have announced as an addition to 
their line the Taylor Booster Relay Air Valve. 
The new air valve, according to the manu- 
facturer, is an auxiliary device which provides 


Taylor Booster Relay Air Valve 


accelerated valve action to eliminate the ef- 
fect of lag in large diaphragm motors and/or 
in long air lines between controlling instru- 
ments and diaphragm motors. 

Under these difficult conditions, the Relay 
Air Valve will inflate or deflate the largest 
Taylor Valve Motor (diaphragm of 144 square 
inches), fromm five to seven times faster than 
by controller alone. 

Installed in the air line adjacent to the dia- 
phragm motor it actuates the diaphragm valve 
by means of an independent air supply of 25 
to 150 psi. which is applied or relieved through 
large ports. This action is in direct propor- 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 


Pole Line Construction Tools 
They’re Built for Hard Work 











Industrial Progress 


Selected information about products, supplies and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


tion to controller output. The ratio is 1 to 1, 

Process stability is increased by causing valve 
action to closely follow controlling instrument 
output changes. Required set points can be 
maintained on those applications where time 
Jags and capacities are small (rapid process 
reaction rates). 

Literature covering operating details may be 
obtained by writing the manufacturer for bul- 


letin 98090. 


Pinco Expands Electrical 
Test Rack 


The Porcelain Insulator Corp. of Lima, 
N. Y., has designed a new standard 60 cycle 
test rack. The rack is: built to handle four 
separate test racks so that any two or three can 
be operated at one time and includes automatic 
voltage control on the 250,000 volt transformer. 

Electrical interlocks on the entrance doors, 
arranged so that voltage cannot be applied 
with the doors open, afford complete protec- 
tion to the operators. Each rack will handle 
from 30 to 60 switch insulators and from 50 
to 100 suspension insulators at one time; other 


insulators in proportion. For greatest worker 
efficiency, modern type fluorescent lighting is 
employed. 


American Optical Develops New 
Eye-Protection Glass 

The American Optical Company, South- 
bridge, Mass., has announced the development 
of a new eye-protection glass—Didymium- 
Noviweld—which permits eyes of gas welders 
to pierce blinding glare and see welding opera- 
tions from beginning to end, thereby increasing 
production of welded war equipment. 

Lenses made of new glass possess all the 
ray-absorptive properties of American Opti- 
cal’s Noviweld glass, plus the special charac- 
teristics of Didymium, a combination of ele- 
ments with high absorption in that particular 
portion of the visible spectrum where “flux- 
flare” normally obstructs clear vision. Three 
shades are available, numbers 4, 5, and 6 cor- 
responding with shade numbers of the stand- 
ard AO Noviweld lenses. Stocks are avail- 
able for immediate delivery. 

Literature describing American Optical’s 
Didymium-Noviweld may be obtained by writ- 
ing to the company. 


Adjustable Surface Facer 

An adjustable tool for efficient surface fac- 
ing in horizontal or vertical milling machines, 
lathes, and other spindle machines is announced 
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WARMS of American-built bombers 

smash deep into enemy territory, night 
after night . . . while the miracle of U. S. 
production, rapidly transforming America 
into the world’s mightiest air power, ap- 
proaches this year’s new goal of 10-thou- 
sand planes per month! 


Behind our vast and growing strength in 
the air underlying our matchless 
achievements on the assembly line at home 

. is America’s mastery of power, basic 
tool of all modern industry. 


In plane-plants . . . in factories of every 


TODD COMBUSTION 


Fortnightly 
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type from coast to coast ... wherever the 
job calls for round-the- clock production 

Todd Combustion Equipment is con- 
tributing uninterrupted power .. . assuring 
efficient and trouble-free firing ‘of liquid 
and gaseous fuels. Over 50-thousand Todd 
units are now in action throughout 
America. 


With technical service staffs stationed in 
key cities ... with parts and replacements 
instantly available . . . Todd Combustion 
Equipment is helping "American industry 
to keep pace with the needs of our fight- 
ing forces overseas. 


EQUIPMENT, INC. 


(Division of Todd Shipyards Corporation) 
601 West 26th Street, New York City 


MOBILE NEW ORLEANS 


For Victory... Buy U.S. 


GALVESTON 


SEATTLE BUENOS AIRES LONDON 


War Bonds and Stamps 
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Equipment Notes (Cont'd) 


by Robert H. Clark Company, 3424 Sunset 
Boulevard, Los Angeles, California. Known 
as the Clark Surface Facer, the tool consists 
of a tapered (or straight) shank and body 
with three adjustable high speed bits, which 
may be set for any diameter within the range 
of the tool. With only four tools, any diameter 
from 14 in. to 5 in. inclusive may be obtained 
without being limited to standard fractional 
dimensions. A measuring gauge is provided 
for quick and accurate size adjustments. The 
bits can be easily reground or can be replaced 
with new bits at comparatively small cost. 


New Autographic Register Made 
of Nonstrategic Materials 


The first business machine made of non- 
strategic materials, an Autographic Register, 
is being currently introduced by The Standard 
Register Company, Dayton, Ohio. The Regis- 
ter is constructed of laminated plywood and 
hard wood working parts, weighing about 
eight pounds, instead of fifteen pounds or so 
of steel. The manufacture of a stipulated 
quantity of these machines for distribution ex- 
clusively to war industry, Government organi- 
zations, and for designated essential civilian 
requirements, has been authorized by the 
W PB. 

One of the most notable uses of the Auto- 
graphic Register, currently, is in connection 
with the visitor control systems at war p!ants, 
vital Government installations, power plants, 
and communicat‘on centers. The writing of 
sets of forms providing a pass and an exact, 
permanent record of visitors is a familiar pro- 
cedure at reception desks, gates, and at en- 
trances to restricted areas within plants. The 
Register is also used to write out requisitions, 
receiving reports, material requisitions, stores 
records, production orders, move orders, ship- 
ping orders, and miscellaneous systems, such as 
personnel records. 


bs 


Catalogs and Bulletins 


Westinghouse Prepares Wartime Home 
Lighting Booklet 


“How to Get More Light for Your Money” 
a new wartime lighting booklet which pro- 
vides housewives with information on the cor- 
rest use and care of lamps and lighting fixtures 
has been prepared by the Westinghouse Lamp 
division. 

Fully illustrated, the 15-page booklet has 





"MASTER*LIGHTS" 
© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 


197 Sidney St., Cambridge, Mass. 
**MASTER*LIGHT*MAKERS" 








been written in nontechnical style by Miss 
Myrtle Fahsbender, director of residential 
lighting. 

The booklet encourages the maintenance of 
present lighting equipment, and the repair of 
floor and table lamps not being used because 
of defective and broken parts. 

Among subjects covered in the new book- 
let are: the A B C’s of good iighting; how to 
clean and recondition shades, reflector bowls 
and lamp bases; how to select shades that give 
more light; how to replace broken plugs; how 
to change a fuse; selecting proper size bulbs 
and reflector bowls for replacement. 

Priced at two cents each, the booklets may 
be secured from any Westinghouse lamp di- 
vision sales office, or from the illuminating 
engineering department, Westinghouse lamp 
division, Bloomfield, N. J. 


Use and Care of Fire Extinguishers 


A new, educational booklet entitled “Mainte- 
nance of First Aid Fire-Fighting Equipment,” 
has been brought out by American-LaFrance- 
Foamite Corporation, Elmira, N. Y. 

The booklet is divided into six sections: (1) 
Vaporizing Liquid, (2) Soda Acid, (3) Foam, 
(4) Anti-Freeze, (5) Carbon-Dioxide Extin- 
cuishers, and (6) up-to-date charts giving 
complete data in condensed form as to extin- 
guisher and engine characteristics, methods of 
operation, capacity, range of stream, etc. 

Inspection, upkeep, charging, discharing, and 
recharging are all discussed, with emphasis 
on the periodic practice-handling and discharge 
of the units under simulated fire conditions. 

The various classes of fire, and types of ex- 
tinguishers and wheeled engines are also il- 
lustrated. 

The booklet is free upon request to the 
manufacturer. 


* 
Manufacturers’ Notes 


Exide Wins Renewal of 
Army-Navy “E” 

The Electric Storage Battery Company, 
manufacturer of Exide batteries, has been 
awarded the second star symbolizing six more 
months of production vital to our armed 
forces. This company was the first in Phila- 
delphia to win the all-Navy “E” in March, 
1942, which preceded the giving of the Army- 
Navy awards to industry. 

Exide batteries are serving the allied fight- 
ing forces in submarines, battleships, cruisers, 
tanks, trucks, bombers—in all, over one hun- 
dred different uses. The men and women ot! 
Exide have achieved this signal honor by con- 
tinuing their war production in such volume 
as to justify this renewal. 


G-E Electronics Department 

The General Electric Radio, Television and 
Electronics Department will henceforth be 
known as the Electronics Department, accord- 
ing to an announcement by Dr. W. R. G. Baker, 
vice president in charge of the department. 
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THE KID 
FROM KANSAS 
and the “Fish” that Flies 


SOMEWHERE there is a kid from Kansas with 
ack-ack bursting around his ears. He slants down, 
waggles his wings to signal the squadron in, levels 
off to aim his torpedo. He sends it straight and 
true to its target. 


Up ahead a Jap carrier squirms to escape. Her 
{uns are blazing. Her destroyer escort is blasting 
away, throwing everything they’ve got point-blank 
at the Doom that comes riding fast as the torpedo 
bombers press home their attack. 


They’re not counting risks, these wonderful kids 
from the U.S.A. And that’s a thing we at Harvester 
never forget. For the Navy has given us an as- 
signment which we regard as an honor—the pro- 
duction of aircraft torpedoes, one of the toughest 
of all precision jobs. 


BUILT BY | 
INTERNATIONAL 
HARVESTER 


Half-track Military Vehicles 
Torpedoes Artillery Prime Movers 
Automatic Airplane Cannon 
Oerlikon Gun Mounts Military Trucks 
Military Tractors 
Steel Products for Military Use 
Shells Gun Carriages 
High Speed 155 mm. Gun Carriages 
Tank Transmissions Adapter Boosters 
Airplane Engine Cowling Assemblies 
Trackers Gun Loaders 
Marine Corps Invasion Ice Chests 

Blood Bank Refrigerators 


"MAJOR WAR PRODUCTS 


Tanks 











This torpedo, carrying hundreds of pounds of ex- 
plosives, has precision parts so small they can be 
carried beneath a man’s fingernail. There are parts 
in it so delicately poised that they are oiled with 
a hypodermic needle. 


That gives you a faint idea of the kind of job 
it is. And that’s why the men and women at 
Harvester are proud that in starting production 
we beat our promise to the Navy by months. 


To the boys who use these weapons we owe a 
supreme debt. Every man and woman of us is 
determined to see that that debt is paid. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 


you need, 


pa 
emerson" : 
RS y ga 


quickly — 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes ; 
with 1, 2, 3, + or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tnb- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


— 


PENN- TIL) 


(eon ek, Bok Si On @ ef | FITTINGS 





Manufacturers’ Notes (Cont'd) 


GMC Saves Critical Materials 
In Army Truck Production 

General’ Motors Company engineers, by 
drastic redesign and material substitutions 
since early in 1941, have been able to remove 
99 per cent of the aluminum formerly used 
in its vehicles, the company reports. GMC 
has also been able to replace all rubber form- 
erly used, except where rubber is vital to the 
safe and practical operation of the vehicle. 
The company has likewise reduced its use of 
copper, tin, and nickel by the substitution of 
noncritical materials. 

This material substitution program has 
made available for other essential military 
purposes approximately the following amounts 
of critical materials: 

Aluminum 12,130,000 Ibs. 
Rubber 2,160,000 Ibs. 
Copper 4,160,000 Ibs. 
Tin 330,000 Ibs. 

i 1,140,000 Ibs, 


Sylvania Wins Grand Trophy of 
Massachusetts Safety Council 

The incandescent lamp division of Syl- 
vania Electric Products Incorporated recently 
completed two and one-half years without ex- 
periencing a lost-time accident, and was award- 
ed the Grand Trophy of the Massachusetts 
Safety Council for this accomplishment. The 
Grand Trophy is first prize in the Accident 
Reduction Contest of 307 firms in Massachu- 
setts. The awards are made annually by the 
Associated Industries of Massachusetts. 


Industry Sees Postwar Evolution 
To New High Living Standards 


Evolutionary rather than revolutionary 
changes in postwar products and services are 
expected by industrial management to lead 
to the highest living standards America has 
ever known, according to a cross-sectional re- 
port of postwar plans of industrial companies 
published by the National Association of 
Manufacturers. 

Hundreds of companies have launched peace- 
time planning programs, embracing the study 
of means of providing full employment, de- 
veloping new products, new methods, and bet- 
ter distribution, according to the NAM report 
which is based on responses to a questionnaire, 
letters and interviews. 


Bakke New Westinghouse Branch Manager 


Thomas T. Bakke, formerly with the West- 
inghouse Electric & Mfg. Company's engineer- 
ing and service department in Milwaukee, 
Wis., has been appointed manager of the Mil- 
waukee branch of the company’s manufactur- 
ing and repair division. 


Lyman Athey Named Vice-President 


The International Products Corporation of 
Baltimore, manufacturers of low-loss-factor 
inorganic plastics for the radio, electronics 
and electrical industries, announces the elec- 
tion of Lyman C. Athey as vi¢e-president. Mr. 
Athey was formerly associated with The Por- 

(Continued on page 42) 
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When added load necessitates 
added power piping in your plant, take 
this short-cut through the special engi- 
neering and prefabrication problems 
that precede installation. “Give the 
plans to Grinnell”, and you'll “sub- 
contract” all the questions and troubles 
of interpreting super-pressure steam 
requirements into super-power piping. 

Grinnell engineers are power spe- 
cialists, qualified by long experience 
to interpret even the most complex 
power problems into speedily-erected, 
underwriter-approved piping systems. 


Grinnell plants, strategically located to 
serve defense industries, are equipped 
with every last facility to prefabricate 
these vital systems. 

Grinnell is helping leading manu- 
facturers, utilities and process plants to 
meet defense needs for added power. 
Write for Data Book, “Grinnell Pre- 
fabricated Piping”. Grinnell Company, 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities. 


GRINNELL 


wuenever PIPING is invoiveo 
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Manufacturers’ Notes (Cont'd) 


celain Enamel and Manufacturing Company of 
Baltimore as director of research. 


Rubber Saving Plan Announced by 
Allis-Chalmers President 


A new plan to save 250,000 pounds of crude 
rubber this year—an amount equal to the yearly 
produce of 25,000 rubber trees—has been an- 
nounced by Walter Geist, president of Allis- 
Chalmers and inventor of the multiple V-belt 
drive. The program calls for “wartime drives” 
using shorter center distances and larger 
sheaves on all new applications made in 1943. 

The plan is geared to present design limita- 
tions and only slight changes in dimensions are 
necessary to save a quarter million pounds of 
crude rubber, according to Mr. Geist. 


Alfred P. Slaan Named 
Chairman of N.11.C. 


Alfred P. Sloan, Jr., 
General Motors Corp., 
man of the National 
Committee. 

His appointment as successor to J. Howard 
Pew, president of Sun Oil Co., Philadelphia, 
was announced by Frederick C. Crawford, 
NAM president, coincident with the naming of 
the membership of the NIIC governing board 
appointed by Mr. Sloan. The board includes 


chairman of the board, 
has been named chair- 
Industrial Information 


THE cooperation of the electric 


the chairmen of 24 industrial diwsion com- 
mittees and other industrialists who serve as 
members-at-large. 


Insulation Coérdination Protects 
Power Systems 


Far-reaching steps taken in the last decade 
toward insuring an uninterrupted flow of elec- 
tric power to the nation’s war-busy industrial 
plants were described recently to members of 
the Chicago chapter of the American Institute 
of Electrical Engineers. The success which 
has been achieved in protecting our power 
systems against unexpected electrical disturb- 
ances has been largely the result of a program 
of insulation coordination, according to H. N, 
Muller, an engineer with the Westinghouse 
Electric and Mfg Company. 

Today, transformers and generators contain- 
ing thousands of tons of critical copper and 
steel can be made practically immune to serious 
lightning damage through installation of pro- 
tective equipment for draining off the lightning 
and surge voltages at successive levels. 

Through coéperative efforts of public utili- 
ties and electrical manufacturers, insulation 
standardization has been achieved. Laboratory 
test procedure was made uniform; thus light- 
ning strength of various types of insulators 
has been standardized and all laboratories have 
accepted these values. 





industry with the watthour meter manu- 


prs has kept the design and develop- 


of the modern watthour meter well 


of metering requirements. Thanks to 


SANGAMO ELECTRIC COMPANY 


| 
| 


Mention the FortNiGHTLY—It identifies your inquiry 


APR. 29, 1943 











ipril 29, 1943 Public Utilities Fortnightly 





From the Early Period 
of the Telegraph tothe present 
remarkable development inthe field of Electricity 


has been continuously demonstrating the 
fact that it is the most reliable and 
permanent insulation known 


THE KERITE Witeeé2 COMPANY [NC 


NEW YORK CHICAGO SAN FRANCISCO 








Mees 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


April 29, 1943 





Steps that guard America! 


He walks alone. His footsteps, plodding down 
some unnamed, silent beach, are a trail of protection 


between you and our Axis enemies. 


Within the nation itself, there’s a guardian’s job we 
all can share. By caring for our tools and equipment, 
we make them last longer . . . and so save vital metals, 
and time, for greater war production. Storage bat- 


teries, for instance, last longer when you follow four 


Exide 


BATTERIES 


simple rules of conser- 
Obey them and 
you hit the Axis. Buy to 


vation. 


Last and Save to Win! 


THE ELECTRIC STORAGE BATTERY CO., Phila., Pa. 


Exide Batteries of Canada, Limited, Toronto 


STEPS THAT GUARD BATTERIES! 


1 


4 


Keep adding approved water at regular 
intervals. Most local water is safe. Ask us 
if yours is safe. 


Keep the top of the battery and battery 
container clean and dry at all times. This 
will assure maximum protection of the 
inner parts. 


Keep the battery fully charged—but 
avoid excessive over-charge. A _ storage 
battery will last longer when charged at 
its proper voltage. 


Record water additions, voltage, and 
gravity readings. Don't trust your memory. 
Write down a complete record of your 
battery's life history. Compare readings. 


If you wish more detailed information, or have 
a special battery problem, don't hesitate to 


write to Exide. 
life built into every Exide Battery. 


We want you to get the long- 
Ask for 


booklet Form 3225. 
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“Baste Frequently!” We here at Robertshaw are giving 
that well-known cooking term a wartime meaning. To us, 
“Baste Frequently” means Baste the Axis—early and often. 


ial 


And that’s just what we're helping to do. From our years of 
experience in making precision devices such as thermostats, 
we've turned to the production of precision instruments for air- 
craft—devices our fliers are using this very minute to “Baste the 
Axis.” And to help our boys “Baste Frequently,” we're also pro- 
ducing fuses for hand grenades, primers and ignition cartridges 
for rockets, as well as boosters and shells for aircraft and anti- 
aircraft guns. 

And with it all, you'll still find a few Robertshaw Thermostats 
coming off our production lines. They’re only for Government 
projects though — thus keeping our hand in practice for peace- 
time requirements when that grand day arrives. 


Por High Achievement ia the production of war equipment. 


ROBERTSHAW THERMOSTAT CO., YOUNGWOOD, PA. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, design, and construction. « « 


« 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCI8SOO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








omsron FOLD, Bacon « Davis, anc. mx» cams 


CONSTRUCTION ° 
Engineers 


OPERATING COSTS 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 


INTANGIBLES 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
POWER ENGINEERING SINCE 1906 


Steam, Electric, Gas, Hydro, 
Designs and Construction, 








Serving Utilities and Industrials 


Purchasing and Expediting, 
Rates, Research, Reports, 
Operating Betterments, e Personnel Relations, 
Inspections and Surveys, Reading, Pa. ; Original Cost Accounting, 
Feed Water Treatment. Washington New Yor Accident Prevention. 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York Sen Francisco 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON « NEWYORK ee CHICAGO +« HOUSTON « PITTSBURGH 
SAN FRANCISCO e¢ LOS ANGELES 














THE J.G. WHITE ENGINEERING CORPORATION 
DESIGN @ CONSTRUCTION © REPORTS © APPRAISALS 
80 BROAD STREET, NEW YORK 

















BARKER & WHEELER, ENGINEERS JacKSON & MORELAND 


DESIGNS AND CONSTRUCTION — OPERATING nq 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — PUBLIC UTILITIES—INDUSTRIALS 


az wr RAILROAD ELECTRIFICATION 
MANAGEMENT APPRAISALS RATES DESIGN AND SUPERVISION VALUATIONS 


11 PARK PLACE, NEW YORK CITY ECONOMIC AND OPERATING REPORTS 
36 STATE STREET, ALBANY, N. Y. snareione naw YORK 








BLACK & VEATCH | | JENSEN, BOWEN & FARRELL 


CONSULTING ENGINEERS Engineers 


Appraisals, investigations and re- Ann Arbor Michigan 
ports, design and supervision of con- : i 8 
struction of Public Utility Properties Appreisels - Investigations - Reporte 

in connection with 
4706 BROADWAY KANSAS CITY, MO. rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











EARL L. CARTER J. W. WOPAT 


Consulting Engineer Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO. i isi 

PENNSYLVANIA, WEST VIRGINIA, KENTUCKY. —— 

Public Utility Valuations, Reports and igati 
Original Cost Studies. —— 


910 Electric Building Indianapolis, Ind. 1510 Lincoln Bank Tower Fort Wayne, Indiana 
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LICK THESE 
3 WARTIME SHORTAGES 


WITH 


Ric-wik | 


Ric-wil Insulated Pipe Units are an essential product and 
are definitely aiding America’s war effort. They are reliev- 
ing Three wartime shortages — manpower —transportation 
—critical materials and currently speeding to ¢ leti 
many urgently needed products. 





< 


Ric-wiL 
INSULATED PIPE UNIT 


When planning distribution systems for steam, hot water, 
oil, hot or refrigerated process liquids, consider, in ad- 
dition to the features of fast installation, economical oper- 
ation and low maintenance, these timely advantages — 


CRITICAL iby 
MATERIALS 


MANPOWER TRANSPORTATION 
a FACILITIES 


x oy 
Hi) “Uf OO Or ON or 
a se eis Serr 


Ric-wil Insulated Pipe Units 
are designed to occupy abso- 


Sound engineering holds criti- 


Ric-wil Insulated Pipe Units 
cal materials in Ric-wil Insu- 


are factory prefabricated (ex- 


at the joints). The installation 
peedily accomplished, skilled 
anics and man hours required 
reduced to an absolute mini- 
. Despite man-hours saved, 
result is a permanent, low 
ntenance system—the best 
can install. 


lute minimum space. They are 
shipped in gondola cars of which 
there is no shortage. Their uniform 
shape and lighter weight permit 
compact loading and require only 
smallest amount of critical trans- 
portation equipment. 


lated Pipe Units to an absolute 
minimum — only 15% to 20% of 
total weight—used only where sub- 
stitute materials cannot give the 
necessary mechanical strength re- 
quired fora distribution system con- 
necting your vital operating units. 


When Maheshifis Won't Do - Ric-wihL 


If you desire a copy of the Ric-wil Engineering 
Data Book, simply write on your letterhead. 


RIC-WIL 


CONDUIT SYSTEMS FOR UNDERGROUND STEAM 
THE Ric-wiL COMPANY - CLEVELAND, OHIO 


AGENTS IN PRINCIPAL CITIES 
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HELPING TO MEET AMERICA’S WARTIME NEEDS 


GREATER SPEED AND PRECISION in checking the 
thickness of bearing linings used in tanks 
and aircraft is made possible with General 
Electric’s portable electric thickness gage. 
Developed in peacetime to measure the 
thickness of paints and other non-magnetic 
finishes on consumer products, the gage is 
now widely employed where the plating 
or lining of bearing metals on a steel base 
must be extremely accurate. It gives an 
immediate dial reading in thousandths of 
an inch ‘without marring the bearing. 


NINE MILES OF COPPER CABLE WAS SAVED recently 
by installing a unit substation at the load 
center of an Eastern war plant. The best 
spot-load distribution in. the area called 
‘for six feeders, requiring a total of thirty- 
three 500,000-cm cables, and the distance 
from the load area to the power station was 
1700 feet. With the installation of the unit 


substation, however, it was ne essary 
run only three high-voltage 5:0,000. 
cables back to the power plant. Cat 
requirements were cut from 56,000 feet 
5100 feet. 


of resistance welding for soldering: 
Tin and other solder constituents are savej 
(2) the production rate is stepped up 
doubles in some cases; (3) The trainin 
period for new operators is  shortene 
G-E electronic control helps make resis 
ance welding precisé and rapid, yet simp 
for the operator. 


YOUR ENGINEERS serving industry a 
other users of electric energy have ani 
portant war job to do in helping to maki 
the most of our power resources. Electric 
ideas such as these, though sometim 
minor in themselves, can add up BIG whe 
widely applied—frequently saving energ 
man power, and critical materials. Gene 
Electric is ready to assist in the cause ¢ 
conservation by supplying further informe 
tion or application aid wherever be 
electrical utilization can help to win 
war. General Electric, Schenectac'y, N. 


301-17K-170 


GENERAL (i) ELECTRIC } 
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